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Renegotiation Experience and Close Pricing 


LTHOUGH Congress last February 
voted to limit renegotiation to 
profits earned prior to December 31, 1944, 
or at the latest (under Presidential proc- 
lamation) to profits earned not later than 
June 30, 1945, renegotiation problems and 
procedures still constitute a serious im- 
pediment to the operation of private busi- 
ness, according to the “Survey of Business 
Practices” conducted by THE ConFERENCE 
Boarp this month. 

Renegotiation of many 1943 contracts 
has not yet been completed at the end of 
the third quarter of 1944. It appears 
probable that even if the earlier expiration 
date envisaged by Congress is not ex- 
tended, industry will still be in the throes 
of renegotiation at the end of 1945; if the 
President extends renegotiation to the 
middle of 1945, the actual process of re- 
negotiating is likely to continue well 
toward the end of 1946. 

Such preliminary data as were returned 
by companies cooperating in this survey 
would indicate that, on the whole, reduc- 
tions in net profits in 1943 will be slightly 
less than in 1942. Profits before renego- 
tiation were, in general, lower in 1943 
than in 1942. This was to be expected as 
companies working on government con- 
tracts became more familiar with their 
costs. 

The accompanying table shows the re- 
negotiation experience of about sixty com- 
panies in 1942 and 1943 and brings out 
some of the disparities in net profits al- 
lowed. These disparities lead to a con- 
siderable amount of uncertainty and per- 
plexity by industrial management, and 
make it difficult to judge how to arrive at 
a fair price on a government contract. 


EFFECT OF REFUNDS 


Generally speaking, it does not appear 
that renegotiation will interfere seriously 


with postwar reconversion in most indus- 
tries. Declines in net income from re- 
negotiation have been most drastic in the 
aircraft, automotive and machine tool in- 
dustries. In these industries, postwar ef- 
fects are likely to be the most serious, and 
in 1942 between one-eighth and one-fifth 
of net profits, even after allowance for tax 
refunds, was taken by the government. 
Several heavy machinery companies and 
companies manufacturing iron and steel 
products were planning, or would like to 
plan, improvements that have now been 
thrown into question by the necessity for 
making refunds under renegotiation. Only 
about one in ten of the companies reply- 
ing to the survey, however, thought that 
refunds would seriously interfere with their 
plans for such developments. 

“We feel that consideration should 
be given to delayed repairs and reconver- 
sion costs,” states one company in the 
textile industry. “Such expenses and loss 
of income are automatically taken care of 
in federal taxes by the carry-back pro- 
vision and also by reduction in taxable in- 
come in the year in which these expenses 
and losses occur.” 

Another comments: “A great deal is go- 
ing to be expected of industry by the 
government and the public after this war 
and I simply cannot reconcile the realiza- 
tion of their highest expectations with the 
unwillingness of government agencies to 
permit industry to build up adequate re- 
serves to see them through the postwar 
reconversion period.” 


FAIRNESS OF TREATMENT 


More than two companies out of three 
thought that renegotiation had been ap- 
plied fairly to their company, a few ex- 
plaining that they had only not been un- 
duly discriminated against. Actually, 
many of these companies think the whole 
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idea of renegotiation unfair. The point 
is also made that the decisions of the 
authorities with whom they conducted 
renegotiation were arbitrary. In this 
connection one executive states: “I have 
been, and continue to be, opposed to 
the basic theory of renegotiation since 
the law as worded placed contractors en- 
tirely at the mercy of individual govern- 
ment officers or agents without any re- 
course; in other words, completely per- 
sonalized government.” 

“Our basic objection,” says another, “is 
not to the principle, which may have 
merit, but to the whimsical application 
of the board’s powers. Take 1942 as a 
piece of finished business . . . Without 
going into tedious percentages, we were 
$400,000 apart between our offer to the 
board and their demand of us. We eventu- 
ally paid their demand because there was 
nothing else to do. We left the board 
under no misapprehension with reference 
to our dissatisfaction, but they refused 
to listen to any arguments that we con- 
sidered reasonable, forceful and pertinent. 
It is our considered opinion that a settle- 
ment was rammed down our throats and 
that there was no semblance of what the 
dictionary would call ‘negotiation.’ They 
told us at the outset what they wanted of 
us and that is what they made us pay.” 


TIME-CONSUMING FACTOR 


Another objection contained repeatedly 
in the correspondence was that renegoti- 
ation wasted the time of the personnel 
under conditions of manpower shortage 
and of executives who should have been 
devoting their entire energies to produc- 
ing war goods. Thus one executive writes: 
“The regulations interpreting the act have 
made the filing of reports to the Renego- 
tiation Board extremely complicated. In 
our renegotiation for 1942 business only 
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seventeen pages were what might be called Effects of Renegotiation on Net Profits of Companies in Selected 
renegotiation statements showing costs, Manufacturing Industries, 1942 and 1943 
profits, etc. In 1943, in carrying out the 
instructions filed with us by the Renego- Net Profits after Taxes as a Percentage of Sales Scie ms pcre 
tiation Board, it has been necessary for 
us to file a total of 129 pages. We have Industry and Company 1942 1943 
also been required to file our annual re- 1942 1943 
. Before After Before After | 
port and a catalog; against seventeen pages Renegotiation|Renegotiation||Renegotiation |Renegotiation 
required last year, this year we are filing = : a | ae ie 
a total of 235 pages.” ea hleiciieeomene 5.0 5.0 4.5 4.5 || 56 77 
ot Aas Bieecs ea coe eee ee 6.0 2.8 6.1 n.a 95 98 
Another writes: ©. het deccelesd, 6.0 2.9 4.6 2.6 84 93 
“The volume of information which , SJB8.9 0.0.0.0 FIG GO OOO as sie ce nine Be a 
the renegotiators request represents a po aoe : ; : 
é ; sere Tron and Steel (Including 
serious drain on the limited amount of Foundries) 
manpower available for the complicated = qs... 2.0 2.0 ti i 90 73 
accounting and financial work which IB Som eetie sei 7.4 6.1 47 4.0 95 85 
must be carried on at the present time. COLE ES | Ste Se Fe 9.6 5.4 n.a n.a 76 91 
It represents, in addition, a substan- TDR, raparairtrare sg ancyayerstel eis 8.3a 5.7a 8.0a 4.3a 66 81 
i i ? kee ceperer te cree aneeaiere ope 5.4 3.5 3.4 n.a 74 68 
tial part of the time of the company’s iia 43 41 3.1 ae 59 71 
executives. Our experience shows that xo Pa eae 71 64 47 43 43 77 
simplification of renegotiation procedure Industrial Machinery and ' 
to reduce the mass of data required is Machineunools 
an urgent necessity, and is particularly As. png Sparel, Seine rise 3.5 2.6 n.d. n.d. 73 85 
desirable in the case of those com- BARS Meth Se io: 9.3 4.6 n.d. n.d. 62 90 est. 
panies making standard articles which Coes 3.7 3.7 od i Mow Be 
|W einnentelrary ce, tate paleo ct 4.9 4.3 n.d. n.d. 52 n.d. 
the current excess-profits tax laws ap- 
: i 4 tele” Es ee: a, At Ss a3 1.6 n.d. n.d. 72 90 est. 
ReaD ee ty CBE) UO Cover celghuke © y: F Dive O10 END o-0 Uitealtto Gd Got n.a. n.a. 5.5 4.6 10 75 
In a somewhat different vein, another Gree eka 5.0 4.1 n.a n.d. 49 70 
: f th cash Ae 8.6 8.2 5.0 3.6 26 68 
company wearles 0 the prospect of ng t= Io 4.9 4.9 4.7 n.d. 58 68 
ing the government for what it believes are Dee OE 6.3 4.8 n.d n.d. 62 n.d. 
its rights. An executive of that company K. = AURIS, xed, oka ehers tantra 7.3 5.5 fet 5.4 100 est. 100 est. 
writes: Textiles 
: ; ee ee ee 3.1 3.0 2.1 2.1 || 29 41 
We felt no refund was due the gov- Be Seve Ora eo no change no change 75 est. 75 est. 
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many cases to avoid any charge of be- Ee cosets See Seca aa 03) 6.7 7.3 n.a. 52 52 est. 
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tiation have greatly compli ite 
& y mplicated it. For alncluding postwar refund, 


example, the board 18 authorized to ex- bIncludes adjustment under carry-back provision of Internal Revenue Code. 
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furnishing a standard commercial article 
if the competitive conditions affecting 
its sale will reasonably protect the gov- 
ernment against excessive prices. Al- 
most all our products, except ordnance, 
that are sold to the government and are 
subject to renegotiation are standard 
commercial articles, sold under close 
competition, upon which ceiling prices 
are set by the OPA. Our prices to the 
government are substantially below the 
OPA ceiling but such articles are not 
exempt from renegotiation, although it 
seems apparent that the Congress had 
expected that they would be exempted.” 


Another writes: 


“My personal belief has always been 
that renegotiation was never necessary 
or desirable because the high excess- 
profits taxes would be sufficient to take 
care of abnormal war profits in all but 
a very few instances. But even if such 
procedure were desirable in the sale of 
products which form a component part 
of something purchased by the gov- 
ernment for war use, I can see no argu- 
ment whatever for the very broad inter- 
pretation of subcontracts which has re- 
sulted in renegotiation of strictly com- 
mercial business. Our own company’s 
business has been largely in that cate- 
gory, as most of it has been merely a 
continuation of our regular production 
in supplying maintenance parts.” 


Still another writes that since all of its 
government business has been placed on 
the basis of the lowest price quoted on 
Open competitive bids and since its prices 
have been substantially below commercial 
prices for similar products, it has “not 
felt that such business should be subject 
to renegotiation, and while the amount of 
the refunds has been small, the expense in- 
volved and the time required for renego- 
tiation has not, in our estimation, been 
justified under the circumstances.” 


And finally: 


“We proposed to the Price Adjust- 
ment Board that we should be permitted 
our average profit before taxes, during 
the base period, since this can normally 
be considered a fair peacetime competi- 
tive profit. We suggested that any mar- 
gin before taxes and before renegotiation 
which was in excess of the base period 
could be fairly called excessive, since 
it would be due to the greatly increased 
war volume. Our proposal was not ac- 
cepted by the board, but we still feel 
that it is a fair basis for any company 
whose wartime product is identical with 
its peacetime product, who is working 
under an OPA ceiling, and who makes 
standard shelf goods.” 

Another frequently mentioned objection 
to renegotiation is the fact that it ap- 
parently is not applied consistently to all 
companies. A comparison is made with 


tax procedure which, in general, is fairly 
consistent. This objection calls to mind 
the recommendation made by Lewis H. 
Brown, President of Johns-Manville Cor- 
poration, over a year ago when he ap- 
peared before the House Naval Affairs 
Investigating Committee. Two of the 
nine points which he made at that time 
were that the Bureau of Internal Revenue 
be given responsibility for renegotiating 
those cases that need it and that “Con- 
gress amend the renegotiation law so that 
it will say that if a company, after all 
taxes and excess-profits taxes, makes less 
than its normal peacetime profits, it does 
not need to be renegotiated.” 


WHAT IS REASONABLE 


The president of one small company 
writes that he feels it has been fairly 
treated compared with larger concerns in 
its industry, but, compared with smaller 
concerns, he feels the treatment has 
been unfair. He goes on to say that 
“probably one-quarter or one-third of our 
real competition is currently being renego- 
tiated. We have always felt that instead 
of eliminating only those concerns whose 
renegotiable sales are under $500,000, the 
figure of $500,000 (or some other proper 
figure) should be eliminated from renego- 
tiable sales of all companies before renego- 
tiation would become effective. This 
method of exemption, so commonly used 
in tax policies, would tend to iron out the 
competitive inequities of renegotiation.” 

Another states: “Renegotiation hits 
some corporations, but others whose 
profits have increased principally on ac- 
count of an increase in national income do 
not come under renegotiation.” 

A third executive believes the objection 
to renegotiation comes from the fact that 
the act, which was designed to bring down 
the cost of goods to the government, has 
been used to limit profits and the result 
“has been the practical elimination of the 
incentive to bring down costs. As a mat- 
ter of fact, I suppose an unscrupulous 
concern would be better off if it used every 
means possible to put up the cost because 
it seems as if the profits after renegoti- 
ation are usually based on the percentage 
of the over-all business.” 

Another writes that it is the feeling 
in his particular industry that the Price 
Adjustment Board’s ideas of reasonable 
profits are not applicable since the indus- 
try operates on a commission basis and 
does not have any raw material cost in its 
selling prices. “To apply the same formula 
to us,” he writes, “as to other lines of in- 
dustry where raw materials constitute an 
important part of the selling price has 
worked out unfairly in our opinion.” 


In general, the executives replying to 
the survey agree that on new types of 
items, where costs could not be accurately 
estimated, renegotiation is justified. Since 
in the early stages of the war, govern- 
ment orders were placed without regard to 
the factor of competition and since costs 
submitted by the manufacturers, particu- 
larly on products foreign to their manu- 
facture, “were more or less theoretical or 
arbitrary,” it is generally believed that 
“renegotiations were necessary to bring 
the cost to the government down to some 
equitable or competitive basis.” 


CLOSE PRICING 


Three out of five of the companies 
which have had experience with the close 
pricing techniques that are now being 
stressed by the Services believe that they 
have been successful in reducing the dan- 
gers and uncertainties that were experi- 
enced under renegotiation. One out of 
three of these companies believes that 
prices which have been accepted by the 
companies have not been entirely fair. One 
company states: “I do not believe that 
close prices are fair and yet if they do 
eliminate renegotiation they save a lot of 
time. I think most people accept close 
prices in the spirit of ‘Well, that is all 
we can hope to get anyway’ and let it go 
at that.” 

The chief objection to close prices 
comes from fears that increased unit costs 
resulting either from higher wages or 
from cutbacks in volume would cause a 
loss on the contract. This situation has, of 
course, been adjusted by the new optional 
periodic price adjustment clause in the 
War Department Procurement Regula- 
tion No. 3 (Paragraph 360-A and 
360-A.1) 2 However, this allowance for 
upward price adjustment has only been 
available for a few months and conse- 
quently is not contained in most of the 
supply contracts which were discussed in 
replies to the survey. 

One company which did not believe that 
close pricing was any better than the re- 
negotiation technique made the following 
point: “Pricing, once established, fixes the 
collateral basis for the budgeting of an 
entire year’s business procedure. Any 
tampering with this pricing therefore 
throws out of gear the whole collateral 
basis—in our case a very dangerous pro- 
cedure. We prefer to let the pricing re- 
main in status quo and set up a reserve 
for renegotiation based on an accepted 
formula.” 

One cooperator sums up very well the 


1The text of these amendments together with a discussion 
of the War Department’s pricing policies is contained in 
Tan Conrerence Boarp’s Studies in Business Policy, 
No. 2, “Pricing in War Contracts.” 


214 


prevailing attitude of industry toward re- 
negotiation and the pricing policies which 
prevail in government contracts in say- 
ing: “No one can object to the underlying 
principle of renegotiation of government 
contracts and it was evident when the 
Congress originally provided for renego- 
tiation that it was in an effort to set up 
machinery to obtain fair prices from con- 
tractors for special ordnance and similar 
material upon which there was no past 
experience to determine reasonable prices. 
We had exactly that situation in our own 
plants in connection with certain ord- 
nance work upon which our profits were 
substantially higher than the original es- 
timates, and without hesitation we were 
glad to make substantial voluntary re- 
funds when costs were determined. But 
it is equally apparent that Congress did 
not intend that the Renegotiation Act, 
with all its complications, should be ap- 
plied to standard products, as the excess- 
profits tax provides effective machinery for 
eliminating undue profits brought about 
by the unusual wartime production of 
standard products upon which prices are 
set by competition. Perhaps the most an- 
noying thing about renegotiation is that 
it pretends to set up machinery for the 
determination of fair prices by a mutu- 
ally satisfactory discussion of costs around 
the table, whereas in its practical work- 
ing out it is simply the filing of an ex- 
tremely complicated income-tax return 
and then a thinly camouflaged discussion, 
at which the contractor is told what he is 
to accept.” 


OTHER COMMENTS 
Although most comments are subse- 
quently grouped according to industry, a 
few miscellaneous extracts from pertinent 
replies follow: 


“We offered a voluntary refund on 
1942 government business and thought 
we had settled at 15% net before taxes 
(80%). They have, however, asked for 
an additional refund which we are con- 
testing as it doesn’t leave us with suf- 
ficient profit for adequate reserves for 
excessive wear on our equipment and 
inventory losses. We have also oversold 
our market and fear that if war sur- 
pluses are dumped, as after World War 
I, we will have four or five very lean 
years.” 


Experience with Close Pricing 

“We think close pricing has been help- 
ful in renegotiation, and that it repre- 
sents a fair approach to the over-all 
problem of proper prices between buyer 
and seller.” . . . “Close pricing has not 
had much relationship to our renegoti- 
ation procedure. In general, prices ap- 
pear to have been established on a rea- 
sonably competitive basis. On long- 
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established products, prices have been 
reasonable; on certain special products, 
there is a strong feeling of inadequacy 
of prices.” . . . “I don’t think close 
pricing has been fair to business. It 
certainly hasn’t been to us because we 
can’t do business on a 6% profit margin 
as we have a very slow turnover. The 
uncertainties of the future require sub- 
stantial margins to cover contingencies.” 
... “Close pricing in more recent con- 
tracts has not disturbed us from the 
standpoint of possible refund to the 
government for renegotiation, but has 
been a lot more disturbing because of 
the inherent dangers of having increased 
costs forced upon us, and of finding our- 
selves in the red as a result.” 


HEAVY INDUSTRIES 


Automotive Equipment: Postwar Plan- 
ning Curtailed 


“Renegotiation refunds have undoubt- 
edly interfered with our plans for financ- 
ing postwar developments. Refunds last 
year took cash that should have been 
spent on a new building. This year, re- 
funds will reduce our cash account by over 
$500,000, money which should have been 
used in bringing our plants up to date, 
launching a new product and in other 
ways. We believe that renegotiation has 
not been applied fairly to our company 
but that we have not been discriminated 
against; 7.e., that the boards which re- 
viewed our case have operated in accord- 
ance with formulas given to them by 
headquarters.” . . . “Renegotiation has 
interfered with our plans through our in- 
ability to determine the amount of avail- 
able funds to retire a stock issue which 
was put out purely for war purposes. We 
have not had any close pricing contracts, 
although we have had contracts embody- 
ing ‘redetermination clauses,’ meaning 
that before 40% of the contract has been 
shipped, actual costs will be available 
and the starting price will be adjusted 
up or down to a mutually agreeable level. 
The net effect is, literally, that of a 
‘cost-plus’ contract.” 

“We set a policy at the beginning of the 
war on the profits we would be willing to 
make, and any excess moneys we turned 
back to the government before any ques- 
tions of renegotiation arose. Accordingly, 
renegotiation has been an irritating factor 
rather than a serious one.” . . . “We have 
not changed our pricing policy for the last 
eighteen months. We have continued to 
quote a price which included what we 
thought was a reasonable profit. Our idea 
of ‘reasonable’ and that of the Renego- 
tiation boards was never the same.” 


Electrical Machinery: 
Helpful 


“Renegotiation has not seriously inter- 
fered with our plans and has, on the 
whole, been applied fairly to our company.” 
... “Renegotiation refunds have not as 
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yet interfered with our plans. However, 
substantial refunds are likely which we are 
covering in our V-T loan arrangements. 
We do not expect to come out of the war 
period with enough profits accumulated 
in cash to do more than perhaps cover 
most of the seasonal borrowing which we 
used to have to arrange. Any alteration 
or expansion of facilities and provision of 
working capital necessary to do an in- 
creased amount of business will have to 
be arranged as distinct ‘postwar financing.’ 
Following our 1942 renegotiation experi- 
ence, we felt very well satisfied. While we 
have had no experience based on 1943 
business except in preliminary conferences 
we do not expect any less satisfactory an 
experience this year than last.” 

“No excessive profits were realized by 
the company in 1942. Should a refund be 
necessary, the net effect on the financial 
statements for the year 1943 will not be 
material. The necessary information re- 
quired has not been without reason and 
all transactions have been reasonable and 
fair.” . . . “Renegotiation does not prop- 
erly take into consideration the future 
lack of value of capital expenditures dur- 
ing the war, yet we feel that on the whole 
it was fairly applied to our company. We 
do not think that the law is fair.” ... 
“We have been verbally informed that 
there probably would be no refund neces- 
sary and have found the renegotiators 
very fair-minded and cooperative.” 

“Close pricing in more recent contracts 
has been successful in eliminating or re- 
ducing the dangers and uncertainties of re- 
negotiation. Close prices which we have 
been obliged to accept in certain cases 
have not been fair, as the percentage of 
net profits allowed by renegotiation on an 
over-all company basis has been used as 
a ceiling by contracting officers.” 

“Tt has been possible to make closer 
prices and reduce the hazards of renego- 
tiation to a certain degree.” . . . “Our 
company has always maintained an estab- 
lished policy of close pricing. During 
the past two or three years we have been 
producing certain special types of equip- 
ment for which it was found difficult to 
quote a close price. When such transac- 
tions were concluded, we voluntarily re- 
funded the amount considered excess, or 
voluntarily reduced the contract price on 
the remainder to be shipped.” . . . “Close 
prices which we have accepted have been 
fair, but have not eliminated the uncer- 
tainties of renegotiation.” 


Industrial Machinery: 
Acquire New Lines 


Unable to 


“Renegotiation has prevented ‘finalizing’ 
of plans because we do not know what 
part of our money will be taken by the 
government.” . . . “We do not believe 
that renegotiation has seriously interfered 
with postwar plans.” . . . “Acquisition of 
other lines which might be valuable in 
postwar years has not been seriously con- 
sidered because we do not know what our 


September, 1944 


BUSINESS RECORD 215 
eS eee—‘(‘COC*dS 


financial situation will be as a result of 
renegotiation.” . . . “Refunds have not 
seriously interfered with the financing of 
our postwar developments.” 

“Close prices have been given to the 
Armed Services on some of our bids so as 
to reduce the possibility of having our 
prices declared unfair and of cost analy- 
ses that would consume time and money 
and produce nothing. Judging by experi- 
ence, however, we believe that the dangers 
and uncertainties of renegotiation have 
not been reduced by close pricing. In 
our belief we were unfairly dealt with. At 
no time did the government supply us 
with money, plans or processes. Yet we 
were treated much the same as corpora- 
tions that depended on the government in 
large part for their finances and for their 
products.” . . . “Sometimes it seems from 
available data on final renegotiation per- 
centages that the percentage of net profits 
was set first and the calculations made to 
fit.” . . . “In our opinion all contractors 
are likely to be renegotiated regardless of 
what prices they make.” .. . “The vol- 
ume of our product required for the war 
program forced us to increase production 
approximately eight times over 1939. We 
do not feel that renegotiation has given 
sufficient consideration to our greatly in- 
flated inventory, increased accounts re- 
ceivable and the need for much more 
working capital.” . . . “We have reduced 
prices as the war progressed and as our 
volume increased and costs went down, 
but our production is now decreasing and 
will decrease further by reason of cancella- 
tions and deferments and lack of new or- 
ders. Hence we are disturbed at the gov- 
ernment’s insistence on close pricing. Not 
knowing what our future experience will 
be, we much prefer to have our profits re- 
negotiated when we know what they are.” 


2. Special Machinery 


“With three-shift operations during a 
portion of the war period, our equipment 
and machine tools have been badly abused 
through speeding up and improper main- 
tenance. But after renegotiation and taxes 
comparatively little will be left for replace- 
ment and repair of this equipment.” . . . 
“There was no interference with our cash 
position.” . . . “Renegotiation refunds have 
not yet seriously interfered with our plans 
for financing postwar developments.” . . 
“Renegotiation refunds have not inter- 
fered with our postwar plans.” 

“Close pricing has been successful in re- 
ducing the uncertainties of renegotiation 
and renegotiation itself has reduced the 
uncertainties of proper reserves for re- 
funds. The rate of profits left after these 
refunds is wholly inadequate for this type 
of business considering the almost peri- 
odic depression which it suffers.” .. . 
“Since 1943 we have priced our products 
on a basis that we believe reasonable and 
in line with ideas of government agencies. 
We anticipate no embarrassing refunds.” 

“Tt is impossible for us to say what 


effect close pricing or voluntary refunds 
will have. Voluntary refunds did not 
seem to be given a great deal of consider- 
ation in 1942. Close prices in long-term 
contracts make it very difficult to provide 
against contingencies.” . . . “Price ceilings 
versus increased costs have tended to re- 
duce the dangers and uncertainties of re- 
negotiation for our company.” . . . “Our 
limited experience with close prices has 
been that they have apparently been 
just.” 


Iron and Steel: Industry’s Experiences 
Varied 


1. Foundries 


“Renegotiation refunds have handi- 
capped us by taking away money that 
would have been available for reconversion, 
which we estimate will cost about $350,- 
000. We do not feel that contract renego- 
tiation has been fairly applied to our 
company.” . . . “Renegotiation refunds 
will not leave us with enough money to 
finance and take care of conditions that 
we fee] will exist in the postwar period.” 

“Renegotiation refunds have seriously 
interfered with our plans for financing 
postwar development because it has been 
impossible to retain any profits to be used 
for this purpose. We do not feel that re- 
negotiation has been fairly applied to our 
company because we have been quoting 
close prices as a policy and as the volume 
of business increased we reduced our mar- 
gin of profit proportionately in our quo- 
tations. But the Renegotiation Board as- 
sumed the position that total profits, irre- 
spective of the lower unit margins, should 
be no greater than an average of three 
bad years.” 

“Renegotiation refunds have not seri- 
ously interfered with any of our financial 
plans. The amount of renegotiation re- 
funds has been very inconsequential. 
However, we dislike the amount of work 
involved for practically no results, as we 
only recently received clearance for the 
year ended June 30, 1943, after more than 
six months in process.” . . . “We feel that 
we have not had proper consideration in 
the profits that we were permitted to re- 
tain. Our prices have been frozen and 
two-thirds of the expansion of our facili- 
ties has been done without certificates of 
necessity and all with our own money.” 

“We tried to price more closely in 1943 
and 1944 but because of the uncertainties 
of labor rates and government wage poli- 
cies we still made an excess profit and 
therefore are exposed to contract renego- 
tiation for those two years.” .. . “Close 
pricing on recent contracts has eliminated 
some of the dangers of renegotiation but 
there is no volume guarantee and in order 
to stay out of the red on the basis of ex- 
isting prices, it is necessary to maintain 
production considerably in excess of what 
we know to be normal. We feel that re- 
negotiation has been applied fairly to our 
company, but we do not feel that the 


close prices which we have accepted have - 
been fair.” . . . “The prices of our steel 
castings and railroad products were frozen. 
We found, however, that, owing to the 
large tonnage produced, the prices have 
been fair. We could not, of course, con- 
tinue to operate on these prices after the 
war as our labor cost per dollar of sales 
has gone up approximately 130%.” ... 
“We are now being checked by the Price 
Adjustment Board for ‘forward pricing,’ 
It seems quite silly in view of the fact 
that we cannot raise prices without OPA 
permission.” 


2. Hardware 


“Renegotiation refunds have not inter- 
fered with our postwar plans.” . . . “Close 
pricing has not eliminated or reduced 
the dangers and uncertainties of ‘renego- 
tiation.” . . . “Renegotiation as conducted 
by the Navy has been well administered, 
although we are not too happy over the 
results.” .. . “We feel that we have been, 
perhaps, fortunate in our experience in 
the one year for which an adjustment was 
made. Provided sufficient volume can be 
maintained during the remainder of the 
war period, it should be possible to do as 
well on the prices now being obtained.” 


8. Producers 


“Renegotiation refunds have not seri- 
ously interfered with our plans for financ- 
ing postwar developments.” .. . “As com- 
pared with other large steel companies, 
the refund demanded (and paid) for 1942 
was unfair.” . . . “The selling prices of 
this company are for the most part fixed 
by OPA regulation and there has been 
only a very limited amount of close 
pricing.” . . . “The Ordnance Department 
handling the renegotiation of our company 
has been extremely fair, but this cannot 
be used as a guide since there was really 
only one answer to our problem and that 
was ‘no excessive profits.’ ” 


4, Railroad Equipment 


“T do not believe that refunds have 
seriously interfered with financing post- 
war developments as most of them came 
out of taxes.” . . . “Renegotiation refunds 
have not interfered with our plans.” .. . 
“TI am sure that we fared as well as any of 
our competitors.” . . . “Close pricing has 
helped reduce the uncertainties of renego- 
tiation.” 


5. Miscellaneous Products 


“We are unable to plan properly with- 
out knowledge of the funds which we 
shall have available.” . .. “I think it 
could be reasonably stated that the re- 
moval of over $500,000 of our funds has 
seriously interfered with our postwar 
plans in that we will have that much less 
cash for postwar expansion.” . . . “Any 
additional money taken in taxes, such as 
through renegotiation, leaves us with just 
that much less cash for future emergen- 
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cies or developments.” . . .““Renegotiation 
refunds have not seriously interfered with 
our financing postwar developments.” . . 
“Renegotiation has not interfered with 
our postwar plans very seriously.” .. . 
“We have been able to anticipate our re- 
negotiation refunds before the end of the 
year for accounting purposes and, there- 
fore, they have not interfered with post- 
war plans.” . . . “In 1942, after a five 
months’ battle, we made out all right. 
Our profits were less in 1943, but we had 
to go through the same procedure of fur- 
nishing a lot of data and spending a lot of 
time to protect ourselves.” 

“Close pricing has not eliminated or re- 
duced the uncertainties of renegotiation 
for us.” .. . “Our prices in ordinary busi- 
ness have been limited through ceiling 
regulations. Those for ordnance vary from 
time to time as new contracts have been 
taken on, but generally our profit margin 
has been shrinking for all of these prod- 
ucts. Renegotiation has not been applied 
fairly to our company. The only appeal 
that we could have made to our local 
board’s decision was to request that the 
case be referred to Washington, where, 
we were told, the decision would probably 
be less favorable.” . . . “The renegotiation 
law is very unfair for companies like ours, 
but from our one experience I believe that 
the administration was reasonably fair 
under the terms of the law as it stood.” 

“Renegotiation has been entirely fair 
to our company. We also feel that the 
close prices which we have accepted have 
been fair.” . . . “No company can exist 
indefinitely on such a small margin of 
profit.” . . . “We feel that periodic price 
adjustment in our contracts has to a 
great extent eliminated the possibility of 
accumulating excessive profits and, there- 
fore, has eliminated the uncertainties of 
renegotiation on an annual basis. We 
have been substantially in agreement with 
the contracting officer on prices which 
have been fixed under the price adjust- 
ment clauses of our contract.” . . . “Our 
prices have been maintained as set under 


the OPA ceilings.” 
Machine Tools: 


“Renegotiation refunds have greatly im- 
paired the reserves which we have set up 
for postwar reconversion. Our refunds 
have cut down our capital for investment 
in new fields of enterprise and for the 
purchase of government-owned _ facili- 
ties.” . . . “Renegotiations have taken up 
many hours of our executives’ time and 
finally taken considerable cash away from 
us which might have been used in the 
promotion of business and in creating em- 
ployment in the future.” .. . “Refunds 
have stripped us of proper financial re- 
sources. We spent a great deal of money 
on equipment to take care of increased 
demands.” . . . “Renegotiation took one- 
third of our 1942 profits before reserves 
and it took these profits in cash. The 
rest of our profits in excess of moderate 


Reserves Depleted 


THE CONFERENCE BOARD 


dividends are represented by investment 
in plant.” . . . “While no postwar plans 
have been abandoned, the removal of sub- 
stantial sums of cash does not help our 
postwar future.” , . . “Renegotiation re- 
funds have not interfered with our plans 
for postwar developments.” 

“We have had no experience with close 
pricing because recently the productive 
facilities of this company have been taken 
up by subcontract work, which, while it 
bears a much smaller rate of profit, is on 
a fixed-price basis.” . . . “The price ceil- 
ing on machine tools went into effect in 
October, 1941. Since that time our costs 
have risen very considerably, profits will 
be less, and perhaps renegotiation will be 
avoided.” . . . “We are making a regular 
commercial article with prices established 
years ago. Costs have increased enor- 
mously as exemplified by both material 
and labor. However, the increased volume 
covered these increases.” 

Office and Store Equipment: Close 
Pricing Unfair 


“T do not see how renegotiation refunds 
can help but affect us. I think that most 
concerns set up reserves for postwar plan- 
ning which were eliminated under renego- 
tiation.” . . . “Renegotiation refunds have 
not seriously interfered with our postwar 
plans.” . . . “We do not believe close 
pricing will greatly eliminate the dangers 
of renegotiation.” . . . “Close pricing in 
recent contracts has undoubtedly greatly 
reduced the amount of renegotiation re- 
funds.” . . . “Close pricing in recent con- 
tracts has been successful in reducing the 
dangers and uncertainties of renegotiation 
for our company. We do feel that close 
prices have been somewhat unfair.” 


LIGHT INDUSTRIES 


Asbestos and Abrasives: Refunds Un- 


important 


“Renegotiation refunds have not seri- 
ously interfered with our plans because the 
amounts involved have not been large.” 

“We were advised that no renegotia- 
ation refunds would be required.” . . . 
“We feel that renegotiation on the whole 
has been applied fairly as specified by 
law.” . . . “Renegotiation has been fairly 
applied to our company.” . . . “We con- 
sider the refund requirement unfair. If 
‘fair’ is to be understood to mean equal 
treatment of all, we have no means of 
knowing if our treatment was fair; but 
we suspect that individual negotiation by 
different agents of the government with- 
out any concrete standard of ‘excessive 
profit’ made equal treatment impossible.” 

“Renegotiation has been applied fairly, 
but close prices have not been fair or ade- 
quate in all cases.” 


Food: No Interference with Plans 


“Refunds did not seriously interfere 
with any of our plans.” . . . “None of our 
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renegotiable government contracts has re- 
quired refunds for the year 1942. We have 
had no word as yet as to whether a re- 
fund will be required for 1943.” .. . “Only 
a small amount was involved in 1942 and 
there was no additional assessment for 
that year.” . . . “Our contracts have been 
closely priced in the ordinary course of 
business. Renegotiation on the whole has 
been fairly applied to our company.” .. . 
“The renegotiation for 1942 was fairly ap- 
plied and we have no complaint. The close 
prices have been a little more arbitrary.” 


Leather: Renegotiation Fair 


“Renegotiation refunds have not seri- 
ously interfered with our plans for financ- 
ing postwar developments.” . . . “Close 
pricing in more recent contracts has not 
been successful in reducing the dangers of 
renegotiation for our company.” . . . “We 
have not done any close pricing, but 
profits have been reduced because of in- 
creased costs.” . . . “Renegotiation on the 
whole has been applied fairly to our com- 
pany and the close prices accepted by us 
have been fair.” 


Paper: Encountered Delays 


“Renegotiation refunds have not seri- 
ously interfered with any of our postwar 
plans.” . . . “Refunds will not interfere 
with plans for financing developments in 
the paperboard field.” . . . “We have not 
been required to make any refunds.” .. . 
“While we have encountered many delays 
in the process of renegotiation, on the 
whole I have no complaint as to the re- 
sult.” . “Renegotiation has on the 
whole been applied fairly to our com- 
pany.” 


Textiles: Refunds Small 


“Our ceilings have been so low that we 
have not made sufficient profit to require 
any refunds to the government.” . . . “We 
have been discharged of any liability for 
refunds. Close pricing is one of the reasons 
for this discharge.” . . . “Renegotiation re- 
funds have not interfered with our post- 
war plans.” . . . “Our profit on war con- 
tracts is below normal. For this reason 
renegotiation has not been a serious prob- 
lem to us.” 

“The whole cotton textile industry has 
been allowed very small profits because of 
the very small returns to the industry in 
1936-1939.” . . . “We are not sure that 
the close prices which we have accepted 
have been fair primarily because they have 
been calculated on the basis of present 
costs projected into the rather distant fu- 
tineseen . “We feel that renegotiation has 
been applied fairly to us and that the close 
prices we have accepted have been fair.” 

“We were very favorably impressed 
with the attitude and ability of the in- 
dividuals with whom we conducted nego- 
tiations.” 


Ciype L. Rocrrs 
Division of Business Practices 
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Corporate Finances at the Half Year 


ORPORATE income before, as well 

as after, federal income taxes tended 

to decrease during the first’ half of 1944 

despite a generally higher volume of sales. 

This decline in income can be attributed 

largely to two factors: (1) an unfavorable 

cost-price relationship and (2) the ten- 

dency of wage rates to remain high in the 

face of decreased employment and produc- 
tion. 

Although income before and after taxes 
declined, net income available for the pay- 
ment of dividends and internal corporate 
purposes was actually greater than a year 
ago. This increase in net income reflected 
a sharp cut in current provisions for con- 
tingency, postwar and inventory reserves. 
Allowances for anticipated but uncertain 
future contingencies were cut to less than 
two-thirds of what they were in 1943, 
despite a decline in income, after taxes, of 
only 1.0%. 

Tue ConrereNce Boarp’s tabulation of 
earnings for the first six months of 1944 
and 1943 covers 465 companies in manu- 
facturing, mining, trade, transportation 
(excluding railroads) and services. Com- 
panies reporting sales as well as income 
numbered 207. 

This is the first in a new series of studies 
that will attempt to give a continuing 
picture of corporate finances. The number 
of companies and the industrial groups in- 
cluded will be increased in later studies. 
Greater attention will also be given to 
balance sheet accounts, in addition to in- 
come statements. 


SALES 


Sales for the first six months of 1944 
ran well above the comparable months 
of 1943. In contrast to the $10.9 billion of 
sales in 1943, 207 corporations reported 
$12.2 billion in 1944. Manufacturing sales 
were a disproportionate part of this total 
in both periods, rising from $9.9 billion in 
1943 to $11.2 billion in 1944. With few 
exceptions the volume of business was in- 
creased in each of the industrial groups 
shown. All manufacturing groups but 
three—stone, clay and glass, transporta- 
tion equipment,’ and apparel—increased 
their sales for 1944. Services, all trade 
groups, and all mining groups except metal 
mining likewise increased their revenues. 

On the whole, this increase in sales or 
revenues was obtained through a greater 
volume of physical goods changing hands 
from seller to buyer. Price increases were 
important in certain cases but were not 
1Excluding automobiles. 


a significant factor in creating the greater 
sales value, since wholesale prices of manu- 
factured products in general were about 
the same in 1944 as in 1943. Yet the 
value of manufacturing sales increased 
12.4%. 

Increasing production and exchange of 
goods at a fairly constant price has 


Wholesale Prices of Manufactured 
Products 
Index Numbers, 1926 =100 
Source: Bureau of Labor Statistics 


Jan. | Feb. | Mar. | April | May | June 


1944... 


100.2} 100.4| 100.5] 100.8} 100.9/p100.9 
1943... .| 100.1] 100.3] 100.5} 100.6} 100.7] 100.1 
pPreliminary 


brought the value of sales to the high 
levels of 1944. Manufacturing produc- 
tion while increasing fairly rapidly in the 
first six months of 1943 was slightly be- 
low the levels of the comparable period 
in 1944. Although manufacturing produc- 
tion has tended downward in 1944, sales 
for the first six months were greater than 
in 1943. 

The decline in sales in the stone, clay 
and glass industry may be accounted for 
by the slump in construction activity that 
took place in the first half of 1944. Con- 
struction contracts for the first six months 
were approximately half of 1943 awards. 

The increases in sales for the trade and 
services groups are attributable both to a 
slight increase in price and an increase in 
demand by consumers. Retail prices as 
reported by the Department of Commerce 
were at slightly higher levels in 1944 than 
in 1943. Purchasing power in the hands 
of consumers, as reflected in the index of 
income payments, increased about 10% 
over 1943. 


INCOME BEFORE TAXES 


While manufacturers fabricated substan- 
tially more goods in 1944, their income 
before taxes was lower than a year ago. 
Table 2 reveals that income before taxes 
for 367 manufacturing corporations de- 
clined 2.0% in 1944 from 1943. No clear- 
cut movement up or down is apparent 
within the industry groups. Of the twenty- 
one manufacturing groups, eleven showed 
increases in income before taxes, and the 
other ten decreases. Six of the ten groups 
showing declines were durable goods indus- 
tries and the other four were engaged in 
nondurable manufactures. 

Services and trade were the only other 
main divisions that showed a rise. All 


subdivisions of transportation were down, 
while the decline in metal mining was of 
sufficient intensity to outweigh the in- 
creases in the other mining subdivisions. 

The over-all decline in manufacturing 
may be explained by the tendency of 
wholesale prices of raw materials to rise 
while those of manufactured products re- 
mained stationary. In addition, wage 
costs have in general been higher. Thus 
despite a declining, though still higher 
level of production in 1944, the rise in 
cost of materials and labor has left a 
narrower margin of income before income 
taxes. 

This unfavorable cost-price margin can 
be demonstrated by the indexes of whole- 
sale prices of the Bureau of Labor Sta- 
tistics. Prices of raw materials and prod- 
ucts which undergo a further stage of 
fabrication have increased more rapidly 


Wholesale Prices 
Index Numbers, 1926=100 


Mfd. Products Raw Materials 

1944 1943 1944 E, 1943 
January..... 100.2 | 100.1 |} 112.2 | 108.2 
February....| 100.4 | 100.3 || 112.8 | 109.6 
March....... 100.5 | 100.5 |} 113.4 | 112.0 
April mcces 100.8 | 100.6 |} 113.2 | 112.8 
Maysere ce 100.9 | 100.7 || 113.0 | 114.0 
JUNCHE Ae oe pl100.9 | 100.1 || 114.2 | 114.3 

pPreliminary. 


than manufactured products. While this 
cost-price analysis cannot be used to ex- 
plain the decline in all the industry groups, 
it has undoubtedly played a significant 
part in bringing about a decline in income 
for all manufacturing. 

The part that increasing wage costs 
have played is less obscure. Without ex- 
ception, average hourly earnings of wage 
earners in manufacturing are higher in 
1944 than they were in 1943. Manufac- 
turing employment for the first half of 
1944 was below that for the first half of 
1943, but payrolls were actually at a 
slightly higher level. When manufactur- 
ing production was still increasing in the 
first half of 1943, average hourly earnings 
were also increasing. In the first half of 
1944, manufacturing production declined 
but average hourly earnings continued to 
increase. One estimate places labor costs 
per unit of product for mid-1944 at 2.8% 
above 1943. 


INCOME AFTER TAXES 


Income after taxes is down in 1944 
but the decline is less percentagewise than 
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the decline in income before taxes, This 
statement is subject to a number of ex- 
ceptions but there is a tendency for in- 
come after taxes in 1944 to differ frum the 
1943 levels by a smaller percentage in- 
crease or decrease than income before tax- 
es. Thus in manufacturing, income before 
taxes in 1944 was down 2.0%, while in- 
come after taxes was down only 1.3%. 

In general, the factors that play the 
greatest part in determining the magni- 
tude of income before taxes are economic: 
the number of units sold, the price re- 
ceived per unit, the cost of raw materials 
and labor, the location of the plant, the 
use of efficient machinery. 


of dividends and internal corporate pur- 
poses actually increased from 1943 to 1944. 
This increase took place because of a 
severe cut by business in their allowances 
for contingency, postwar and inventory 
reserves. While income after taxes de- 
clined 1.0%, contingency reserves dropped 
almost a third from the 1943 provision, 
As a result, contingency reserves in 1944 
were only 6.6% of income after taxes in 
contrast to 10.4% in 1943. 


Reserves for Renegotiation 

This decreased provision for unforeseen 
expenses may indicate a growing confi- 
dence on the part of businessmen. A more 


been in a better position to estimate the 
effect of renegotiation on earnings. Separ- 
ate provision has been made for renego- 
tiation and this amount deducted in arriv- 
ing at income before taxes. Hence the pro- 
vision for contingencies in 1944 would 
provide for all uncertainties but renego- 
tiation, while the provision for contingen- 
cies in 1943 was undoubtedly affected by 
widespread uncertainty over renegotiation. 


EFFECT OF RENEGOTIATION 


At this early date, it is not possible to 
determine the effect of 1943-1944 renego- 
tiation upon corporate earnings. An in- 
creasing number of companies has made 


TABLE 2: CORPORATE NET INCOME, RESERVES, INCOME BEFORE AND AFTER TAXES, AND INCOME TAXES, 
FIRST HALF OF 1944 AND 1943 


Source: Published Reports of the Corapanies 
Thousands of Dollars 


=| 
| 


Net Income greece Income after Taxes but IncomeuLaxes Income before Taxes and 
J Postwar Reserves Before Reserves Reserves 
No. of 
Industry Com- -—— = 

er Per- Per- Per- Per- 
1944 1943 | centage | 1944 1943 1944 1943 | centage | 1944 1943 | centage} 1944 1943 | centage 
Change Change Change Change 
Manufacturing.................| 367 |719,134 |694,261 | +3.6 | 56,954 | 91,801 | 776,088 | 786,062 -1.3 [1,588,076 |1,626,271 -2.3 |2,364,164 |2,412,333 | -2.0 
Darah lope ee ee ick. 196 | 369,192 |368,178 | +0.3 | 37,230 | 64,251 | 406,422 | 432,499 -6.0 | 947,988 |1,042,564 | -9.1 |1,354,410 |1,474,993 | -8.2 
Miiomobiles: ycees sec. ses: 15 | 105,548 | 93,094 | +13.4 | 6,460 | 24,778 | 112,008 | 117,872 -5.0 | 188,226 | 173,039 | +8.8 | 300,284 | 290,911 | +3.2 
Automobile parts and access. 9 | 11,890 | 11,056 | +7.5 502 276 | 12,392 | 11,332 | +9.4]| 65,5500] 55,16la| +18.8] 77.942] 66,493 | +17.2 
Electrical machinery......... 19 | 45,656 | 45,618 | +0.1 | 13,048 | 16,573 | 58,704 | 62,191 -5.6 | 177,304a| 203,239a] -12.8 | 236,008 | 265,430 | -11.1 
Furniture and finished prod.. 5 3,050 | 2,774 | +9.9 325 597 | 3375 | 3,371 | +0.1 6,193 5,014 | +23.5 9,568 8,385 | +14.1 
Iron and steel and their prod. 52 | 97,142 | 105,183 -7.6 | 2,819 | 3,480 | 99,961 | 108,663 -8.0 | 229,937a} 293,373 | -21.6 | 329,898 | 409,036 | -17.9 
Lumber and timber products. 6 2,675 | 2,334 | +14.6 ye .... | 2,67 | 2,334 | 114.6 5,666 4319 | +31.2 8.341 6,653 | +95.4 
Machinery (except electrical). 46 | 35,039 | 36,319 -3.5 | 2,875 | 6,491 | $7,914 | 42,810 | -11.4 | 116,616a] 187,869a| -15.4 | 154,530 | 180,679 | -14.5 
Nonferrous metals and prod. 16 | 27,899 | 31,620 | -11.8] 4,061] 3,047 | 31,960 | 34,667 -7.8 | 47,496 | 49,024 -3.1| 79,456 | 83,691 -5.1 
Stone, clay, and glass products 17 | 18,918 | 12,157 | +14.5 | 1,217] 1,925 | 15,135 | 14,082 | +7.5 | 19,591 22,959 | -12.0| 34,726] 36,341 —4.4 
Transportation equipment... 11 | 26,375 | 28,023 -5.9 | 5,923 | 7,084 | 32,298 | 35,107 -8.0 | 91,409 | 99,267 -7.9 | 123,707 | 184,374 | -7.9 
Nondurable’, 222" 2538; 160 | 337,806 |314,991 | +7.2 | 17,671 | 25,390 |355,477 |340,381 | +4.4 | 611,106 | 557,665 | +9.6 | 966,583 | 898,046 | +7.6 
PATpATel Meeoetek > eee Se 5 2,146 | 2,686 | -20.1 me .... | 2146] 2,686 | -20.1 3,062 4,287 | -28.6 5,208 6,973 | -25.3 
Chemica ]s and allied products 36 | 90,231 | 88,637 | +1.8] 1,573] 1,260 | 91,804 | 89,897 | +2.1 | 186,329 | 187,489 -0.6 | 278,133 | 277,386 | +0.3 
Food and kindred products. . 34 | 61,398 | 63,909 -3.9 | 1,186] 4,298 | 62,584 | 68,207 -8.2 | 105,372 | 104,935 | +0.4 | 167,956 | 173,142 -3.0 
Leather and leather products. 5 4,207 | 4,472 -5.9 645 490 | 4,852 | 4,962 -2.2 6,301 8,072 | -21.9] 11,153] 13,034] -14.4 
Paper and allied products... 24 | 15,626 | 14,433 | +8.3 772 490 | 16,398 | 14,923] +9.9 | 35,969] 25,757 | +39.6| 52,367] 40,680 | +28.7 
Printing, publishing......... 7 8,005 | 6,938 | +15.4 212 152 | 8,217 | 7090 | +15.9 | 18,494] 11,611] +59.3] 26,711 | 18,701 | +42.8 
Petroleum, coal products, ... 19 |115,296 | 92,724 | +243 | 6,378 | 4,095 |121,674 | 96,819 | +25.7 | 99,621 | 75,646 | +31.7 | 221,295 | 172,465 | +28.38 
Rubber products............ 5 | 19,976 | 20,956 | 4.7 | 4,530 | 12,249 | 24.506 | 33,205 | -26.2 | 106,08la} 96,701 | +9.7]| 130,587 | 129,906 | +0.5 
Textile-mill products........ 20 | 18,548 | 17,680 | +4.9 | 2,219] 2,200 | 90,767 | 19,880 | +4.5 | 46,583 | 40,052 | +16.3] 67,350 | 59,932 | +12.4 
Tobacco manufactures....... 5 2,373 2,556 —7.2 156 156 2,529 2,712 -6.7 8,294 $,115 +5.7 5,823 5,827 -0.1 
Miscellaneous................. 11 | 12,136 | 11,092 | +9.4] 2,053] 2,160 | 14,189 | 13,252] +7.1 | 28,982] 26,042 | +11.3| 43,171] 39,294] +9.9 
43 | 82,504 | 83,098 -0.7 | 2,688 | 2,406 | 85,192 | 85,504 0.4} 64,012 | 72,810 | -12.1 | 149,204 | 158,314 -5.8 
9 ee 5,400 | +25.4 aes .... | 6,773 | 5,400 | +25.4 6,252 5,318 | +17.6 | 13,025 | 10,718 | +21.5 
16 | 55,697 | 60,587 -8.1 | 2,430] 2,149 | 58,127 | 62,736 -7.3 | 50,092 | 58,723 | -14.7 | 108,219} 121,459 | -10.9 
3 4,894 | 4,222 | +15.9 200 200 | 5,094 | 4,422 | +15.2 4,179 3,534 | +18.3 9,273 7,956 | +16.6 
15 | 15,140 | 12,889 | +17.5 58 57 | 15,198 | 12,946 | +17.4 3,489 5,235 | -83.4| 18,687] 18,181 ey 
83 | 24,785 | 24,735 0.2 713 769 | 25,498 | 25,504 b 49,284 | 45,054] +9.4| 74,782 | 70,558 6.0 
28 22,575 | 22,631 Baia 538 519 | 23,113 | 23,150 -0.2 44,027 40,301 +9.2 67,140 63,451 +5.8 
8 | 13,549 | 14,795 -8.4 150 150 | 13,699 | 14,945 -8.3 | 31,242 | 29,431 | +6.2] 44,941] 44,376] +1.3 
4 1,224 965 | +26.8 ne ph. 1,224 965 | +26.8 1,099 646 | +70.1 2,323 1,611 | +44.2 
5 3,665 | 2,643 | +38.7 a _... | 8,665 | 2,643 | +38.7 5,087 2,699 | +88.5 8,752 5,342 | +63.8 
11 4,137 | 4,228 -2.2 388 369 | 4,525 | 4,597 -1.6 6,599 7,625 | -12.3} 11,124] 192,122 -8.2 
5 2,210 | 2,104 | +5.0 175 250 | 2,385 | 2,354] +1.3 5,257 4,753 | +10.6 7,642 7,107 ne 

14,737 6.3 186 925 | 14,002 | 15,662 | -10.6 | 21,021 | 22,302 -5.7 | 35,023 | 37,964 -7. 
- ear) Beco, cena oS .... | 6470 | 5,369] -+1.9 3,744 4,018 | -6.8| 9,214] 9,387] -1.8 
4 2.043 | 2,348 | -13.0 186 865 | 2,929 | 3,218 | -30.6 2,444 8,194 | -23.5 4,673 6,407 | -97.1 
10 6,303 | 7,020 | -10.2 cite. 60 | 6,303 | 7,080 | -11.0 | 14,833 | 15,090 -1.7| 21,136 | 22,170 4.7 
4 9,987 | 7,511 | +33.0 ee .... | 9,987 | 7,511 | +83.0 | 19,641 7,461 |+163.2 | 29,628 | 14,972 | +97.9 
465 | 850,226 |824,342 | +3.1 | 60,541 | 95,901 |910,767 | 920,243 —1.0 11,742,034 [1,773,898 =1.8 12,652,801 12,694,141 SEB 


=) ie, at 
alncludes provision for renegotiation. bLess than 1 .05.% 


1Excluding railroads. 


Under our present tax laws, there is a 
tendency for income after taxes to be 
more stable than income before taxes. 
While the excess-profits tax rate has been 
raised to 95%, the over-all ceiling of 80% 
is still in force. The carry-back and carry- 
over provisions of the excess-profits tax, 
actually an averaging device, tend to 
smooth out fluctuations in income after 


taxes. 
Net income avavilable for the payment 


likely explanation is to be found in the 
treatment of renegotiation. In the early 
part of 1943 when only a few firms had 
had experience with renegotiation, it was 
not possible to estimate accurately how 
renegotiation would affect any particular 
company. Accordingly, firms may have 
provided for renegotiation by increasing 
their reserves for general contingencies. 
In 1944, after one or two years of experi- 
ence with renegotiation, corporations have 


estimates for renegotiation, but only in 
a few cases were the amounts disclosed. 
However, since some companies have had 
previous experience with renegotiation, it 
may be assumed that their estimated pro- 
visions will more accurately represent the 
final settlement. 


Exact Data Not Available 


In certain cases the companies have 
simply reported their income after setting 


220 


aside an undisclosed amount for renegotia- 
tion. In other cases, the provisions have 
been lumped with the income-tax figure 
so that it was not possible to isolate the 
separate liabilities. 

Some indication of the varying manner 
in which corporations are treating renego- 
tiation can be gleaned from the provisions 
for contingency, inventory and pvustwar 
reserves set aside in the first half of 1944 


THE CONFERENCE BOARD 


as contrasted with the first half of 1943. 
While income after taxes declined slightly 
in 1944, the provision for general contin- 
gencies was only two-thirds what it was 
in 1943. 

Since economic conditions, by and 
large, are not any more stable than they 
were at the end of the first half of 1943 
this decline in contingency reserves is puz- 
zling. If anything, the problems of con- 


September, 1944 


tract termination, of reconversion, of dis- 
posal of surplus inventories, and the re- 
building of civilian markets lost as a re- 
sult of the war are more imminent today 
than they were in mid-1943. The explan- 
ation seems to lie in the more specific pro- 
visions for renegotiation as explained in 
the preceding section. 
FRANK GASTALDO 
Division of Business Statistics 


War Contracts: Their Regional Repercussions 


HE PLACING of war contracts and 

new industrial plant has significantly 
altered the pattern of population, income, 
manufactures and consumption. It has 
created new regional concentrations that 
will make for grave dislocations in the 
period of reconversion. Regional sales 
quotas will be substantially altered, the 
placing of distributive outlets affected, and 
the course of employment changed, as well 
as that of retail sales and other related 
indicators of business activity. 

Over $200 billion of prime contracts for 
war supplies and facilities have been 
placed in the various states during the 
past four years. This is a net figure after 
allowance for cancellations, cutbacks and 
all downward revisions. 


This amount is equivalent, for purposes 
of rough comparison, to twice the gross 
national product in 1940; and, as of July, 
1944, the cumulative total of awards was 
almost double the higher gross national 
product for 1941. 


The total of war orders placed is again 
three and a half times the gross value of 
manufactured products reported in 1939 
or five times the net value of manufac- 
tures for that year, after adjustment for 
duplication of value as reported by the 
Census of Manufactures. 


REVEALING RECORDS 


At no previous time in our history have 
we had, for so extended a period, a de- 
tailed geographic record of orders placed 
of such unprecedented magnitude. The 
continuing records of war contracts com- 
piled by the War Production Board make 
it possible to determine by quarters and, 
more recently, by months successive 
changes in the volume of contracts placed 
not only by geographic regions and states 
but by industrial areas and counties as 
well. 


1Contract data through July, 1944, were received too late 
to permit an analysis, Copies of awards by states and in- 
dustrial areas for this latest date will be sent to Associates 
upon request, 


Pacific Area Impact 


The regional impact of contract awards 
is strikingly apparent in the figures lately 
supplied for the Pacific area. In peace- 
time, the three states forming this geo- 
graphic region contributed about 6.5% of 
the nation’s manufacturing output. At 
the close of four years of government 
placements, this area had received about 
13.5% of all war contracts. The reper- 
cussions of this unparalleled concentra- 
tion of war orders are clearly apparent 
in key business indicators. Income pay- 
ments for the region rose from 9.6% in 
1939 to 12.1% in 1943; retail sales in the 
area advanced from slightly more than 
10% of the national total in 1939 to 12% 
in 1943. 


There are also similar clear-cut gains 
evident in the area’s relative standing as 
to bank deposits, electric consumption, 


nonagricultural employment and _ civilian 
population. 


Contrast with Mid-Atlantic Area 

Repercussions of government place- 
ments upon the Middle Atlantic area 
stand in sharp contrast to the unprece- 
dented expansion touched off on the Pa- 
cific coast. The three states making up 
this geographic region contributed about 
30% of national manufactures in 1939, By 
the close of the fourth year of war con- 
tracting, they held only 23% of all awards. 
Income payments in the area had de- 
clined from 29.7% in 1939 to 25.3% of 
the national income in 1943. Retail sales 
had declined from 24.5% to 22% during 
the same years. Similar losses are appar- 
ent in the region’s relative percentage of 
bank deposits, electric consumption, civil- 
jan population and nonagricultural em- 
ployment. 


Table 1: War Contracts, by Quarter Year of Award,! June, 1940—June, 1944 


Source: 


War Production Board 


Millions of Dollars 


q Supply Contracts? Facility Projects? 
Cumulative through Total 
Quarter Ended 

Total | Aircraft | Ships | Ordnance} Other Total | Industrial! Military 
June, 1940...........] 1,640 1,640 | 1,025 87 Q4A9Q Q79 eats ohn sere 
September, 1940..... 6,383 | 4,839 | 1,266 | 2,349 863 361 1,544 585 959 
December........... 5,804 | 4,400 | 1,606 744 | 1,302 748 | 1,404 779 625 
March, 1941.........] 3,066 | 2,009 a2 514 676 547 | 1,057 542 515 
Jume................| 7,596 | 6,099 | 2,456 822 | 1,782 | 1,039 1,497 808 689 
September, 1941..... 6,286 | 4,233 | 1,166 514 | 1,631 922° | 2,053 |) 1570 483 
Deécémberte ar neat: 95237 | 7,061 i 25512 801 O82) 15664) 2.176" F195 981 
March, 1942.........| 28,884 | 22,404 | 7,537 | 3,862 | 7,860 | 3,145 | 6,480 4,038 | 2,442 
June................{/21,119 | 15,991 | 33614 | 3,023 | 5,066 | 4,288 5,128 | 3,174 1,954 
September, 1942..... 18,506 | 16,248 | 5,805 | 2,823 | 4,320 | 3,300 | 2,258 | 1,174 | 1,084 
December,.......:.. 13,959 | 12,532 | 3,392 | 1,541 | 2,525 | 5,074 1,427 683 744 
March, 1943.........| 11,731 | 10,162 | 3,358 | 1,115 | 2,192 | 3,572 1,569 713 856 
June................| 21,596 | 20,765 | 8,508 | 3,799 | 3,619 4,839 831 344 487 
September, 1943..... 11,945 | 11,078 | 3,982 | 1,450 | 2,073 | 3,573 867 ATT 390 
December........... 11,327 | 10,794 | 3,343 | 1,218 | 2,562 | 3,671 533 354 179 
March, 1944......... 11,217 | 10,720 | 5,525 379 | 2,016 | 2,800 497 165 332 
June) eae eee 7,421 | 7,989 | 5,118 | 1,220 1,652a -569 575 | -1,143 


1The cumulative amounts of the above data for June, 1940—June, 1944, do not a i 
} 5 a 5 gree with the totals reported thro 
June, 1944, in the WPB summary These quarterly totals were revised through March, 1944, but not eloaaed by ae 
distribution. The revised figures are adjusted for cancellations and cutbacks applied to the period when the original 
contract was awarded. The quarter ended June, 1944, was estimated by residual method. 


2As reported through June, 1944. 
3As reported through May, 1944. 


aNot exactly comparable with earlier data owing to revision in groupings. 


pPreliminary. 
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TABLE 2: GROWTH AND DISTRIBUTION OF WAR CONTRACTS, JUNE, 1940-JUNE, 1944 
Source: War Production Board 
Dollar Figures in Millions 


Total Cumulative Total Supply Contracts Government Financed War Plant 
War Contracts 


ceived 


State and June, 1940-June, 1944 Cumulative 
. Catone > 1942 i 
Geographic Division June, 1940-June, 1944 Mie ae Halt Near eo vod June June 
—— ee eee from ba as ees ew | 1 1940- 
une, une, June, 
Aetual % erect %, and Ist and Ist and Ist 1940— | Actual | % 1943 | 1942) 


Quarter | Quarter Half Half Half Half |Dec., 1941 


$183,948 |100.00 | $158,751a/100.00 | $8,281 |$54.62 | $19,466] $29,349] $28,397 $37,945] $10,210} $15,619}100.00 | $14,515] $13,244 


% % % % % % 1p % ly 
NG ee ote cme a HEED 8. 66 14,818 | 9.33 | 12.37| 688} 637] 8t4| 89 | 10%2| 11491 667 | 4.27| 41 Ma 
Neg a 1,084 | 0.68 | -0.06] 0.15] 0.14] 1.11] 0.99] 0.36] 1.02 34 | 0.22] 0.24] 0.20 
vo WDEINIRES ooo: vy 17 255 | 0.16] 0.13] 0.13] 0.16] 0.20] 0.20] 0.13| 0.13 32 | 0.20] 0.21 | 0.22 
Vermont, ©. -<. 0.10 175 | 0.11] 0.24] 0.07] 0.11] 0.14] 0.10! 0.07| 0.12 5 | 0.03] 0.03 | 0.03 
assachusetts....... 6,025 | 3.28 5,523 | 3.48] 4.41 | 2.22] 2.61] 3.24] 4.19] 3.00] 4.06 314 | 2.01] 2.09 | 2.08 
Rhode Island........ 1,201 | 0.65 966 | 0.61 | 0.41] 0.48] 0.61] 1.03] 0.51] 0.42] 0.59 77 | 0.49 | 0.48 | 0.29 
Connecticut ites 7,046 | 3.83 6,815 | 4.299] 7.14] 3.84] 2.74] 2.42] 2.60] 6.13] 5.57 205 | 1.31] 1.46] 1.89 
Middle Atlantic..... 42,422 | 23.06 38,728 | 24.40 | 18.67 | 21.20 | 25.72 | 24.35 | 25.26 | 22.79 | 26.29 | 2,750 | 17.61 | 17.91 | 17.30 
New York...........] | 18,607 | 10.12 | 17,114 | 10.78 | 8.65 | 14.48 | 10.89 | 11.51 | 12.80 | 8.65 | 10.42 | 1o74| 6.88] 6.85| 6.28 
New DEPBEY = oe cnpn saa = & 12,099 | 6.58 11,356 | 7.15] 2.31] 2.69 | 7.46] 7.39] 7.01] 7.28] 8.63 468 | 3.00] 3.22] 3.28 
Pennsylvania........ 11,716 | 6.37 | 10,258] 6.46] 7.72| 4.03 | 7.87] 5.45 | 5.44] 6.86] 7.94] 1,208| 7.73] 7.851 7.73 
East North Central 58,565 | 31.84 53,157 | 33.48 | 34.51 | 44.07 | 40.36 | 31.93 | 34.93 | 36.17 | 22.91 | 4,746 | 30.39 | 31.82 | 32.91 
LICE eee ge aa ae 14,111 | 7.67 | 12,772| 8.05 |11.45| 7.27] 9.27] 5.47] 9.68] 8.84] 6.25| 1,189] 7.57| 8.06] 8.39 
Endiana. o.oo 8,103 | 4.41 7,183 | 4.49| 6.98} 4.32 | 5.87 | 5.47] 2.84] 4.54] 3.40 801 | 5.13 | 5.84] 6.33 
Tow ates. 6. 11,253 | 6.12 9,830 | 6.19 | 3.82] 7.96 | 7.67] 6.60| 6.63| 7.32] 3.22] 1,220 | 7.81] 8.01] 7.51 
Michigan... 0b... 5: 20,793 | 11.30 | 19,541 | 12.31 | 9.32 | 22.76 | 13.90 | 12.50 | 13.50 | 19.45 | 8.47 | 1,175 | 7.52 | 7.928] 7.63 
WYISCONSIN csc. sc. 4,305 | 2.34 3,881 | 2.44] 2.95 | 1.76 | 3.66] 1.89] 2.28] 3.02] 1.87 368 | 2.36 | 2.64] 3.06 
West North Central.| 10,794 5.87 8,876 5.59 5.48 5.84 6.32 6.23 4.10 5.34 6.04 | 1,270 8.13 9 40 9.91 
Minnesota........... 1,860 | 1.01 1,601 | 1.01 | 0.76 | 1.39} 1.54] 0-567 1.07| 1.95] 0.71 250 | 1.60 | 2.03 | 1.95 
Ware Saat toss c. : 966 | 0.53 7741 0.49 | 0.41 | 1.81] 0.42] 0.22] 0.20] 0.78| 0.46 148 | 0.95 | 1.08] 1.15 
Missourian eee 3,548 | 1.93 2,999 | 1.85] 1.76 | 1.23 | 1.03| 9.47] 1.61| 1.78! 9.15 475 | 3.04] 3.49 | 3.84 
North Dakota....... a b 5 b b 0.01 0.01 b b b b oe ees ae nee 
South Dakota........ 70 | 0.04 4 b b 0.01] 0.01 b b b = c b b on 
Nebraska........ 1,106 | 0.60 827 | 0.52 | 1.45| 0.07] 0.63} 0.97] 0.15!| 0.07| 0.73 95 | 0.61 | 0.63] 1.16 
[Kansas a eo a 3,237 | 1.76 2,736 | 1.721 1.10] 1.32] 2.69] 2.00] 1.07| 1.46] 1.98 302 | 1.93] 2.16] 1.81 
South Atlantic......| 13,033 7.09 9,678 6.10 | 7.28 | 4.56] 4.37] 6.36) 5.51 5.25 | 8.35] 1,099 | 7.04] 6.74] 6.52 
Delaware............ 318 | 0.17 275 | 0.17 | 0.23] 0.07] 0.12] 0.10] 0.07] 0.36] 0.15 22} 0.14] 0.15 | 0.14 
Maryland........... 4,811 | 2.62 4,316 | 9.72 | -0.39| 2.97 | 2.04] 3.20] 2.54] 1.80] 4.71 225 | 1.44] 1.42] 1.29 
District of Columbia. 116 | 0.06 18! 0.01] 0.01] 0.02] 0.03] 0.01] 0.01] 0.01 a 27 | 0.17} 0.20] 0.11 
Virginia.............] 2,095 | 1.14 1,298 | 0.82] 1.22] 0.20] 0.34] 0.72] 0.68] 0.38] 1.86 925 | 1.44] 1.44] 1.54 
West Virginia........ 754 | 0.41 478 | 0.30] 0.82] 0.24] 0.30] 0.25! 0.29] 0.20] 0.36 268 | 1.72 | 1.83] 1.95 
North Carolina...... 1,436 | 0.78 972} 0.61! 1.00] 0.26] 0.41] 0.71 | 1.02] 0.53] 0.31 100 | 0.64] 0.31] 0.28 
South Carolina...... 597 | 0.32 382 | 0.94] 0.42] 0.22] 0.28] 0.19] 0.23] 0.93] 0.24 58 | 0.37] 0.30] 0.29 
Georgia sate 222 1,620 | 0.88 1,231 | 0.78 | 3.20] 0.29| 0.41] 0.66] 0.29] 1.34] 0.98 111} 0.71} 0.70 | 0.66 
Ploridaee tee ty. ae 1,286 | 0.70 708 | 0.45] 0.76] 0.29] 0.43| 0.53] 0.38] 0.39 | 0.44 63 | 0.40] 0.40] 0.26 
East South Central.| 5,115 | 2.78 3,241 | 2.04 | -3.92| 1.17] 3.43] 2.50] 2.33] 1.60] 2.72] 1,159 | 7.42] 6.29| 6.57 
Kentucky. sas -4-. 1,042 | 0.57 592 | 0 37] -1.51| 0.11] 1.17] 0.64] 0.59| 0.18| 0.19 283 | 1.81 | 1.48] 1.21 
Tennessee........... 1,733 | 0.94 1,195 | 0.75 | -3.18| 0.42] 1.58] 1.07] 1.12] 0.62| 0.83 362 | 2.32] 1.83] 2.17 
ATA barn are eet one f. 1,750 | 0.95 1,100 | 0.69| 0.77| 0.59 | 0.57] 0.62] 0.57] 0.45 | 1.24 468 | 3.00] 2.66] 2.74 
Mississippi.......... 590 | 0.32 354 | 0.92] -0,06] 0.05} 0.11] 0.17 | 0.05] 0.35 | 0.46 46 | 0.29] 0.32 | 0.45 
West South Central. 10,954 5.95 7,676 4.84 5.64 6.39 4.30 4.58 6.54 4.56 3.56 | 1,843 | 11.80 | 11.35 | 11.22 
Arkansas............ 467 | 0.25 124 | 0.08] 0.02] 0.02] 0.04] 0.13] 0.02] 0.02] 0.20 933 | 1.49] 1.61] 1.51 
Wound e-s 1,626 | 0.88 1,018 | 0.64| 1.53] 0.16] 1.16] 0.82] 0.67] 0.25] 0.42 356 | 2.28 | 2.31] 2.23 
Oklahoma........... 2,052 | 1.12 L591 | 1.00 |-0.11] 5.16) 0.18 | 0.87 | 1.58] 0.92 | 0.71 202 | 1.29] 1.47] 1.29 
exact eety ak. 6,809 | 3.70 4,943 | 3.11| 3.97| 1.04] 2.92] 2.77] 4.28] 3.87] 2.23] 1,052] 6.74| 5.97| 6.19 
Mountain........... 2,278 | 1.24 763| 0.48| 0.42} 0.40] 1.07] 0.28] 0.19] 0.51] 0.57] 720] 4.61] 4.30] 3.89 - 
Nontana ete joncces 70 | 0.04 16| 0.01 0.03} 0.01] 0.01] 0.01] 0.01 13 | 0.08| 0.08 | 0.12 
Tdahoutee ee ohn. 130 | 0.07 9] 0.01 b oe 0.01 | 0.01 | 0.02 b b 20 | 0.13 | 0.12 | 0.05 
Wyoming............ 90 | 0.05 431 0.03 | 0.01 | 0.02] 0.11] 0.051 0.02 b b 23 | 0.15] 0.05 | 0.05 
Golorads.. ok. ako. 714 | 0.39 404 | 0.95] 0.11 | 0.04] 0.81] 0.05] 0.10] 0.23] 0.35 139 | 0.89 | 0.92 | 1.10 
New Mexico......... 112 | 0.06 || oat || Ws@5l 24.6 |) O01! b b b is 6| 0.04] 0.03] 0.02 
ATIZONAe Aerts: 309 | 0.17 83 | 0.05 | 0.13 | 0.20] 0.05] 0.13] 0.02 01] 0.01 95 | 0.61] 0.63 | 0.32 
Wtan ewes week. 604 | 0.33 172! 0.11| 0.04] 0.02] 0.02] 0.01] 0.02] 0.25] 0.20 281 | 1.80] 1.53] 1.63 
Nevada ttn. od -: 249 | 0.14 27 | 09.02 | 0.08] 0.13] 0.03] 0.02 b a : 143 | 0.92 | 0.94] 0.60 
Pacific. 4. . ccc). 24,852 | 13.51 | 21,813 | 13.74 | 19.61] 9.56 | 8.11 | 15.62 | 12.54 | 13.65 | 15.56 | 1,363 | 8.73 | 7.67] 6.98 
Washington.......... 5,274 | 2.87 4,658 | 2.93 | 8.72 | 1.70] 0.47] 3.81] 1.87] 4.30] 2.50 321 | 2.06 | 1.91] 1.80 
Oregon......-.-.-.-- 1,616 | 0.88 1,368 | 0.86] 1.74] 0.16] 0.49] 1.41] 0.58] 1.00] 0.52 92 | 0.59] 0.52] 0.58 
California........... 17,962 | 9.761 15,787! 9.94| 9.15] 7.69] 7.15 | 10.90 | 10.59 | 8.35 | 12.55 950 | 6.08 | 5.24] 4.59 


5 : ; : : 005%. 
t equal total of time series breakdown. The half-yearly figures for June, 1940, through December, 1943, are revised to include cancellations, bLess than .005% 
as Sees, WLB, in the periods when the original Goatrackwad eeded, The 1944 quarterly estimates were computed on a residual basis. cLess than $500,000. 


The correlation between the geographic two areas. For many of the individual and current rank in the selected business 
distribution of war contracts and business states, this close relationship between the indicators is similarly clearly evident. Tn 
activity is most clearly marked in these relative volume of war contracts received some, however, particularly those which 
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TABLE 3—REGIONAL IMPACT OF WAR CONTRACTS a ne ae ee 
i i : ures. c 
: ts: War Production Board. Value added by manufacture, expenditures for plant and equipment: Census of Manutac z 
ikea Sah arate Ne au Saot en industries: Department of Commerce. Retail sales, 1939: Census of Distribution, nad ee ceed 
Management. Civilian population: Bureau of the Census. Employment in nonagricultural establishments: Department of me nD EN 
munitions industries: War Manpower Commission. Electric Consumption: Edison Electric Institute. Bank deposits: era 


Dollar Figures in Millions 


Payrolls 
Cumulative War Contracts Value Added | Expenditures anaes Sear 
State and June, 1940-June, 1944 : y sy dtede of Farm Operators War Industry Nonwar Industry 
Geographic Division sr ere SOMA aHutacts 
Total Supply War Plant Saar tae 194s | 1989 | 1943] 1980 | 194s | 1989 

United States........ $183,948 |$158,751 | $15,619 | $24,683 | $1,338 | $126,531 | $66,492 ore me ae oe 
% % % % % % 0 A) 10 0 
New England......... 986 9/33 4.27 9°84 8.38 7.90 8.49 9.50 | 10.04 | 11.01 | 11.44 
Maisena sc ota. ss 0.64 0.68 0.22 0.62 0.61 0.61 0.57 0.62 0.17 1.05 1.07 
New Hampshire....... 0.17 0.16 0.20 0.43 0.30 0.29 0.39 0.08 0.10 0.82 0 a 

Vermont............. 0.10 0.11 0.03 0.21 0.21 0.21 0.24 0.16 0.14 0.29 0 
Massachusetts........ 3.28 3.48 2.01 4.81 3.94 4.00 4.64 3.88 4.27 5.91 6.27 
Rhode Island......... 0.65 0.61 0.49 0.97 0.81 0.76 0.72 0.70 0.88 1.23 1.28 
Connecticut.......... 3.83 4.29 1.31 2.80 2.51 2.02 1.93 4.06 4.48 nv 1.67 
Middle Atlantic...... 23.06 24.40 17.61 29.80 24.52 | 25.34 | 29.68 | 24.10 | 27.29 | 32.19 31.90 
New York............| 10.12 10.78 6.88 13.54 9.41 13.54 16.84 9.01 9.18 18.86 17.71 
New Jersey........... 6.58 7.15 3.00 6.17 6.10 4.14 4.25 6.24 6.74 4.99 5.17 
Pennsylvania......... 6.37 6.46 7.73 10.08 9.01 7.66 8.59 8.85 11.37 8.34 9.02 
East North Central..| 31.84 33.48 30.39 31.53 32.99 | 22.90 | 22.47 | 36.90 | 45.76 | 20.38 | 21.52 
Ohio ee ee re 7.67 8.05 7.57 8.61 8.42 6.23 6.00 10.94 13.17 4.88 5.35 
ENG o5 ooo oes a0 dae 4,41 4.49 5.13 3.93 5.40 2.63 2.34 4.57 5.12 2.33 2.50 
THO, 55 so nce scenoe 6.12 6.19 7.81 8.92 8.16 6.96 7.61 7.37 9.96 7.62 8.23 
Michigan.............] 11.80 12.31 7.52 7.29 8.58 5.03 4.43 11.33 14.33 3.11 2.97 
Wisconsin............ 2.34 2.44 2.36 2.78 2.43 2.04 2.09 2.69 3.18 2.44 2.47 
West North Central. 5.87 5.59 8.13 5.52 4.54 7.02 7.75 4.47 3.32 6.52 6.60 
Minnesota............ 1.01 1.01 1.60 1.26 0.96 1.43 1.81 0.98 OF 1.49 1.58 
Lowa enon ea ees 0.53 0.49 0.95 0.99 0.81 1.12 32 0.61 0.61 1.13 1.12 
IMussourieer creer. 1.93 1.85 3.04 2.38 1.78 2.30 2.52 1.76 1.68 2.59 2.65 
North Dakota........ a a .* 0.04 0.05 0.20 0.24 = ah 0.06 0.07 
South Dakota......... 0.04 a a 0.08 0.06 0.23 0.26 eh. 0.02 0.13 0.12 
Nebraska............. 0.60 0.52 0.61 0.28 0.30 0.65 0.68 0.24 0.09 0.46 0.43 
Kansasthees ask ee 1.76 1.72 1.93 0.48 0.59 1.10 0.92 0.88 0.21 0.66 0.63 
South Atlantic....... 7.09 6.10 7.04 9.05 11.57 11.01 9.78 5.93 4.89 11.68 11.15 
Delaware............. 0.17 0.17 0.14 0.22 0.23 0.28 0.29 0.41 0.22 0.22 0.23 
Maryland............ 2.62 2.72 1.44 1.71 2.07 1.81 1.58 2.38 1.71 1.38 1.47 
District of Columbia. . 0.06 0.01 0.17 0.18 0.23 1.16 1.22 0.01 0.02 0.22 0.30 
Virciniaece ec. 1.14 0.82 1.44 1.54 1.66 1.72 1.38 0.76 0.92 1.34 1.38 
West Virginia......... 0.41 0.30 1.72 0.87 1.82 0.90 1.01 0.63 1.12 0.75 0.78 
North Carolina........ 0.78 0.61 0.64 2.21 2.51 1.46 1.35 0.38 0.28 3.32 3.20 
South Carolina....... 0.32 0.24 0.37 0.69 0.92 0.78 0.62 0.06 0.05 1.74 1.38 
Geormineen che. 0.88 0.78 0.71 1.15 1.46 1.42 1.18 0.64 0.41 2.03 1.73 
Florida; ee. 0.70 0.45 0.40 0.48 0.66 1.48 1.15 0.66 0.16 0.68 0.68 
East South Central.. 2.78 2.04 7.42 3.36 4.01 4.20 3.55 Poa 2.40 4.04 3.59 
iKentuckyaeeeer ee 0.57 0.37 1.81 0.76 0.74 1.08 1.08 0.43 0.52 0.89 0.85 
Tennessee............ 0.94 0.75 2.32 1.30 1.84 1.31 1.12 0.78 0.86 1.39 1.36 
‘Alabamaye. nea. 0.95 0.69 3.00 1.00 0.97 1.18 0.88 1.02 0.93 1.18 0.92 
Mississippi........... 0.32 0.22 0.29 0.30 0.46 0.63 0.47 0.16 0.09 0.58 0.46 
West South Central. 5.95 4.84 11.80 3.34 5.97 6.82 6.08 3.34 1.42 4.59 4.31 
Arkansas............. 0.25 0.08 1.49 0.27 0.38 0.57 0.54 0.12 0.05 0.49 0.45 
oulsiana rece: 0.88 0.64 2.28 0.81 1.25 1.29 vee 0.63 0.24 Pert 1.04 
Oklahoma............ 1.12 1.00 1.29 0.42 0.45 1,05 1.04 0.51 0.21 0.55 0.59 
Texag sete ie ea 3.70 3.11 6.74 1.84 3.90 3.91 3.39 2.08 0.92 2.44 2.23 
Mountain............ 1.24 0.48 4.61 1.11 1.26 2.70 2.62 0.73 0.60 1.08 1.21 
Montana............. 0.04 0.01 0.08 0.16 0.25 0.28 0.38 0.05 0.12 0.15 0.16 
TOahO ene none ane 0.07 0.01 0.13 0.13 0.14 0.27 0.27 a as: 0.19 0.23 
Wyoming............. 0.05 0.03 0.15 0.06 0.07 0.15 0.18 nae : 0.08 0.08 
Coloradoimn a> coche: - 0.39 0.25 0.89 0.37 0.48 0.76 0.79 0.34 0.29 0.35 0.39 
New Mexico... .. 0.06 0.01 0.04 0.04 0.08 0.23 0.23 a 0.02 0.04 0.05 
Arizouatne? oso5 ihe 0.17 0.05 0.61 0.13 0.09 0.41 0.32 0.11 0.05 0.08 0.09 
Utah... 0.33 0.11 1.80 0.18 0.14 0.45 0.33 0.15 0.12 0.17 0.18 
INevadactet ees Aye te 0.14 0.02 0.92 0.05 0.02 0.15 0.12 0.08 aie: 0.02 0.03 
Pacific. ORS Bek OYA iv 13.51 13.74 8.73 6.46 6.75 isa 9.59 12.61 4.29 8.49 8.28 
Washington........... 2.87 2.93 2.06 1.16 1.05 2.03 1.45 2.04 0.47 1.98 1.89 
Oregon sues 0.88 0.86 0.59 0.70 0.83 1.08 0.82 1.19 0.16 1.50 1.30 
California............ 9.76 9.94 6.08 4.60 4.87 9.00 7.32 9.38 3.66 5.01 5.09 

1Nonagricultural income, not available on a state basis, totaled $64.8 billion in 1989 and $126.2 billion in 1943, aLess than .005%. 


supply raw materials or fabricate materi- in Pennsylvania, a key supplier of iron peacetime manufactures but the state’s 
als prior to their final processing, the re- and steel and other raw materials, the percentage of national retail sales is vir- 
lationship is mixed and unclear. Thus, prime contract position is low relative to tually the same as in 1939. 
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Se oe REGIONAL IMPACT OF WAR CONTRACTS—TABLE 3 
aa -. Aas ee Production Board. Value added by manufacture, expenditures for plant and equipment: Census of Manufactures, 1939. 
Lipide cope Bebe ond nonwar industries: Department of Commerce. Retail sales, 1939: Census of Distribution, 1939; 1943: Sales 
“hilo ae . popu os ace ureau of the Census. Employment im nonagricultural establishments: Department of Labor. Employment in 
ustries: ar Manpower Commission. Electric Consumption: Edison Electric Institute. Bank deposits: Federal Reserve 


Dollar Figures in Millions 


Retail Sales Civilian Population Euployncet in Nonagri- Employment Commercial and Industrial . 
fatthounds) ” | OES cise | matunon | ete Gapemntn | Total Denk Deno ants 
(in thousands) Geographic Division 
ioe j May, 1944 
1939 Nov., 1943 | April, 1940 June, 1944 | June, 1940 1943 1939 Dec. 31, 1943 | Dec. 31, 1941 
re ie sasione rae 37,199 30,260 9,289 134,849 71,830 | $89,580 $63,688 | United States 
0 4 9 0 % % % 7% % % % 
eal 7.89 6.35 6.41 8.27 8.64 10.20 5.59 6.45 9.53 10.72 | New England 
nine 0.67 0.61 0.64 0.70 0.71 0.50 0.58 0.75 0.50 0.52 Maine 
eee wes 0.36 0.37 0.36 0.46 0.30 0.25 0.34 0.37 0.45 New Hampshire 
a 0.29 0.25 0.27 0.22 0.27 0.16 0.15 0.22 0.23 0.27 Vermont 
ae 3 3.22 3.28 4.31 4.48 4. 54 2.64 3.11 5.52 6.29 Massachusetts 
i .66 0.55 0.54 0.75 0.80 0.92 0.50 0.64 0.74 0.83 Rhode Island 
2.16 Awol ab Sif 1.30 1.93 1.92 3.78 1.48 1.40 2.16 2735 Connecticut 
oe ae 20.26 20.94 24.92 26.56 25.60 23.37 26.42 38.43 44.16 | Middle Atlantic 
: 3.27 9.77 10.24 12.30 13.45 9.48 10.19 12.75 QT 74 32.48 New York 
3.92 3.76 3.20 3.16 4.10 4.16 6.09 3.58 Sasi 3.27 3.39 New Jersey 
7.44 7.45 7.28 7.54 8.52 8.95 10.03 9.60 10.30 7 AQ 8.29 Pennsylvania 
21.72 22.00 20.50 20.25 23.29 22.94 35.31 23.79 22.63 18.45 16.76 | East North Central 
5.88 5.81 5.36 5.26 6.30 6.02 10.05 7.82 6.83 4.70 4.35 Ohio 
2.64 2.54 2.66 2.61 2.83 2.68 4.65 2.90 2.66 1.74 1.49 Indiana 
6.14 6.80 5.94 6.00 7.36 tf ots 7.74 6.09 6.65 6.89 6.65 Illinois 
4.75 4.33 4.22 4.00 4.69 4.59 10.11 4.88 4.59 3.41 2.73 Michigan 
2.31 2.58 2.31 2.39 2.10 2.08 246 2.10 1.90 1.71 1.53 Wisconsin 
9.24 9.84 9.63 10.28 7.60 7.91 4.57 5.49 6.20 6.77 5.74 | West North Central 
2.01 2.42 1.98 2.12 1.67 Web aee 0.89 1.20 iN ker 1.57 1.38 Minnesota 
1.80 1.96 1.79 1.93 1.18 1.36 0.68 1.08 1.18 1.19 1.04 Towa ; 
2.36 2.62 SA ity 2.88 2.55 2.60 1.68 1.90 2.26 2.07 1.98 Missouri 
0.36 0.37 0.42 0.49 0.19 0.23 ee 0.07 0.10 0.25 0.17 North Dakota 
0.39 0.40 0.43 0.49 OF22 0.28 a 0.11 0.12 0.21 0.15 South Dakota 
1.00 0.94 0.92 1.00 0.69 0.69 0.31 0.37 0.48 0.66 0.44 Nebraska 
ES? eae 1.32 LOOT. 1.10 0.98 1.01 0.76 0.80 0.82 0.58 Kansas 
11.40 10.39 13.90 13.50 12.26 11.93 Tes 11.50 12.13 6.82 6.50 | South Atlantic 
0.36 0.26 0.22 0.20 0.26 0.27 0.38 0.23 0.21 0.38 0.42 Delaware 
1.99 1.47 1.56 1.38 1.86 1.68 Roo { Q 94 2.99 1.35 1S6 Maryland 
1.19 0.96 0.64 0.50 1.26 Les 0.25 5 p 0.67 0.97 District of Columbia 
1.66 1.49 2.18 2.01 1.83 1.77 1.15 1.30 1.39 1.03 1.00 Virginia 
0.90 0.96 1.36 1.45 1,12 127 0.66 EO 1.89 0.47 0.47 West Virginia 
1.58 1.51 2.63 2.71 1.87 2.01 0,48 { 340 3.84 0.84 0.70 North Carolina 
0.92 0.79 1.41 1.44 LOL 0.96 0.32 3 ; 0.34 One South Carolina 
1.50 1.49 2.34 RESo yess 1.67 0.85 1.68 1.85 0.91 0.72 Georgia 
1.30 1.46 1.58 1.44 be ary 1s lf 0.71 0.68 0.73 0.83 0.60 Florida 
4.59 4.39 7.92 8.20 4.78 4.70 3.47 7.66 Sol 2.90 2.45 | East South Central 
1.27 1.24 2.00 2.16 16 1.26 0.87 1.10 0.96 0.85 0.76 Kentucky 
1.32 1.44 2.1 2.22 1.47 1.48 0.99 j.6H) — |iif 4.37 0.94 0.80 Tennessee 
1.30 1,04 2.13 9.15 1.49 1,29 1.40 2.81 |\ ; 0.70 0.56 Alabama 
0.70 0.67 Way 1.66 0.66 0.67 0.20 0.41 0.39 0.41 0.34 Mississippi 
7.61 7.38 9.66 9.91 6.89 6.29 3.90 5:22 5.89 4.75 3.77 | West South Central 
0.84 0.71 1.36 1.48 0.66 0.61 0.23 0.41 0.51 0.41 0.33 Arkansas 
1.30 TENG 1.82 1.80 1.33 1.26 0.81 1.11 1.23 0.80 0.68 Louisiana 
125 1522 1.56 nN eee OL 1.03 0.57 0.77 0.94 0.67 0.56 Oklahoma 
4.22 4.29 4.92 4.86 3.89 onoo 2.29 2.93 8.21 2.87 2.20 Texas 
3.30 3.40 3.16 3.15 2.44 2.70 0.72 3.54 3.99 2.02 1.55 | Mountain 
0.41 0.53 0.37 0.42 0.30 0.39 0.06 1.19 1.28 0.27 0.23 Montana 
0.40 0.42 0.37 0.40 0.26 0.31 0.02 0.43 0.55 0.24 0.16 Idaho — 
0.23 0.24 0.19 0.19 0.17 0.19 a 0.08 0.10 0.12 0.10 Wyoming 
0.87 0.97 0.84 0.85 0.71 0.76 One 0.46 0.58 0.64 0.51 Colorado p 
0.29 0.30 0.38 0.40 0.21 0.25 0.01 0.09 0.10 0.14 0.09 New Mexico 
0.42 0.39 0.45 0.38 0.29 0.30 0.17 0.44 0.40 0.21 0.14 Arizona 
0.51 0.41 0.46 0.42 0.39 0.38 0.09 0.76 0.87 0.32 0.24 Utah 
0.17 0.15 0.10 0.08 0.11 0.12 0.09 0.09 0.12 0.09 0.07 Nevada 
12.00 10.22 8.61 Tot 9.56 8.36 9.09 13.84 10.56 10.34 8.35 | Pacific 
2.26 1.59 1.50 hea ial 1.45 2.02 4.73 2.41 1.49 1.08 Washington 
1.33 1.05 0.92 0.83 0.91 0.89 0.96 1.66 0.97 0.83 0.60 Oregon 4 
8.41 7.58 6.19 5.23 6.94 6.02 6.11 7.45 7.18 8.03 6.68 California 
1Nonagricultural income, not available on a state basis, totaled $64.8 billion in 1939 and $126.2 billion in 1943. aLess than .005%. 
Significant Current Changes awards. once the peak of war production new war plant finally geared into mass 
had been achieved toward the close of the production. These changes developed 


Significant alterations were introduced 


in the geographic pattern” of contract third quarter of 1943, with most of the — slowly in the closing months of 1943, were 
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sharply accelerated in the opening half of 
1944, and now continue to alter the re- 
gional production picture. They are also 
affecting the final problems of adjustment 
and reconversion that will come when the 
flood of new government business is finally 
cut off. 


Sharp and Frequent Changes 


Continuing study of regional and state 
distribution is necessary to keep abreast of 
these sharp and significant alterations. In 
New Jersey, for instance, the pattern of 
awards in the opening quarters of 1944 
is completely at variance with placements 
for the three preceding years. In the 
earlier periods, New Jersey’s share of 
quarterly awards averaged about 7.5%. 
During the first quarter this dropped to 
2.7%, and in the second quarter to 2.3%. 
Conversely, the New England area, par- 
ticularly Massachusetts and Connecticut, 
secured a sharply higher volume of awards 
during the most recent quarter than in 
any earlier comparable period. 


QUARTERLY DATA 


Growth and distribution of war con- 
tracts by quarters for each state and geo- 
graphic region are shown in Table 2. Down 
trends are clearly evident for the first 
six months of 1944 for the Middle At- 
lantic and East South Central areas. The 
Pacific area received almost a fifth of all 
awards during the second quarter of 1944, 
a higher proportion than in any preceding 
quarter. This reflects, at least in part, the 
increasing concentration of war production 
in this area as military operations in the 
Pacific theater are stepped up. 


Supply Awards Decline 


The volume of war contracts placed dur- 
ing the past year has steadily decreased. 
(See Table 1.) In the three months ended 
in June, 1943, about $21.6 billion of prime 
contracts was distributed. Thereafter, for 
subsequent quarters, placements dropped 
from about $12 billion to slightly more 
than $11 billion and in the quarter ended 
in June, 1944, to a wartime low of some- 
what less than $7.5 billion. For the year 
ended in June, 1944, quarterly awards av- 
eraged about $10.5 billion as compared 
with a quarterly average of almost $16.5 
billion for each of the two preceding years. 

This consistent decline is evident in all 
major items of supply with the exception 
of aircraft. These awards averaged about 
$5.3 billion quarterly in 1944 as com- 
pared with the quarterly average of about 
$3.7 billion in the last half of 1943. They 
accounted for more than half of all supply 
contracts in 1944 as compared with about 
a third in 1943 and about three-tenths in 
1942. 
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Ship contracts placed during the year 
ended in June, 1944, averaged approxi- 
mately $1 billion a quarter; for the pre- 
vious two years the corresponding quar- 
terly average was more than double this 
amount. Contracts for ordnance and for 
other supplies have dropped well below 
their 1942-1943 peaks. Awards for new 
industrial plant and for military facilities 
in recent months have been of minor mag- 
nitude in comparison with the tremendous 
total allocated for this purpose in the pre- 
paratory stages of our military produc- 
tion program. Sharp cutbacks of more 
than $1 billion in awards for military fa- 
cilities were made during the second quar- 
ter of 1944. 


ACTIVITY BY STATES 


Twenty-one of the states have received 
a larger share of prime contracts than their 
ratios of manufacturing output in 1939. 
About half of these, in turn, increased 
their relative position from 1939 to 1943 
in at least four of the five national busi- 
ness indicators—income payments, retail 
sales, payrolls in war and nonwar indus- 
tries, and electric consumption. Washing- 
ton, Oregon and Mississippi were in a 
better relative position in all five of the 
series. California, Maryland and Arizona 
had a higher ratio in four of the related 
totals, but a lower share of payrolls in 
nonwar industries. A declining share of 
electric consumption was the only factor 
that kept Kansas and Louisiana from a 
perfect score, and Connecticut and Michi- 
gan dropped only in war industry payroll. 


No Business Uptrend 


In eleven states, a higher war contract 
position was not reflected in a relative up- 
ward trend in business. However, in 
seven of these—Maine, Indiana, Nebraska, 
Oklahoma, Texas, Utah, Nevada—three 
of the five indicators advanced. New Jer- 
sey had a greater share in 1943 only in 
retail sales and electric consumption. 
Florida increased in income payments and 
war industry payrolls. Colorado gained 
only in war payroll, while New Mexico 
either remained the same or declined rela- 
tively in all the series. 


Lower Ratios 


Of the states with a lower ratio of prime 
war contracts to 1939 manufactures, New 
Hampshire, Massachusetts, Pennsylvania, 
Illinois and Montana fell below their 1939 
proportion in all five business indicators. 
New York, Vermont, Rhode Island and 
ten other states lost ground in three 
or four of the key series. Of this latter 
group of thirteen states with a depressed 
contract position, only Vermont, Rhode 
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Island, Georgia and Virginia experienced 
a greater share of retail sales. 


Varying Trends 


Eight of the remaining nine states with 
depressed prime contract ratios—Ohio, 
Delaware, North Carolina, South Carolina, 
Kentucky, Tennessee, Wyoming and Ar- 
kansas—reflected a corresponding change 
in one or two of the other series. Alabama 
was the only state which reflected a con- 
trary trend in all indicators. In general, 
these states improved their national busi- 
ness ranking, despite an unfavorable allo- 
cation of government awards. Some of 
these states benefited from the higher lev- 
els of agricultural income, which, in turn, 
boosted retail sales and electric consump- 
tion. 

Others were undoubtedly influenced 
by a high volume of subcontracting within 
their borders, or by expanded fabrication, 
particularly in textiles, to meet the need of 
prime contractors. Only Delaware was 
adversely affected in its share of both 
income payments and bank deposits. 


M. R. GarnssrucH 
and GERTRUDE DreutscH 


Division of Business Statistics 


WPB after V-E 


Acting Chairman Krug of the War Pro- 
duction Board announced on September 5 
that about a 40% reduction in war pro- 
duction within three months after the de- 
feat of Germany will free over four mil- 
lion workers. Following V-E day, the 
board has decided to remove almost ali 
control over materials, to maintain the 
board’s organization and powers until it 
is certain of adequate war production for 
the defeat of Japan, and to assist, through 
its industry and advisory committees, in- 
dustry in resuming civilian production. 

There will be only one preference rating 
in addition to the present emergency AAA 
rating; and this rating will be reserved 
exclusively for military programs during 
the war against Japan. Manufacturers 
will be permitted to accept unrated orders, 
but will have to fill rated military orders 
ahead of all others. 

No programming of civilian production 
will be necessary after Germany’s collapse, 
according to the statement. A few allo- 
cation orders will be continued for mate- 
rials that remain tight, such as lumber, 
textiles and certain chemicals. The Con- 
trolled Materials Plan for allocating steel 
and copper will be continued only for the 
quarter in which hostilities in Europe 
cease. 
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Improving the Package 


A A RESULT of wartime substitutes 
in packaging, consumers have _ be- 
come, at least temporarily, less sensitive 
than formerly to changes in the appear- 
ance of merchandise and psychologically 
better prepared for innovations in pack- 
aging. Indeed, many companies are plan- 
ning major packaging changes. 

Prior to the war, merchandisers were 
taking increasing advantage of the new 
ideas, materials and equipment developed 
by the packaging industry. One of the 
outstanding developments of the past de- 
cade has, of course, been the increased use 
of cellophane and lamination (the com- 
bining of two or more plies of material 
into a single sheet by the use of ad- 
hesives). The use of prepackaging, unit 
packaging and combination packages has 
also increased. 

At the same time that new materials 
were being introduced, package production 
was becoming more efficient. During the 
war, manpower shortages and the lack of 
new equipment to meet demands have ar- 
rested the development of packaging of 
goods for civilian consumption, and the 
industry has been forced to do the best 
it could with old equipment. After the 
war, however, improved packaging ma- 
chinery will become available which should 
produce packages and containers of im- 
proved design and durability at a lower 
cost. 


EFFECT OF WAR 


War has been a severe test for packag- 
ing procedures, with new techniques neces- 
sary to make possible such unorthodox 
methods of delivering supplies as use of 
sea currents and parachuting. 

The Army and Navy are solving many 
packaging problems by constant labora- 
tory tests. The Army has inspectors at 
all ports of embarkation and other men 
inspect packaging at destination points, 
using photographs to report on condition 
of packages on arrival.’ 

A test of the carrying qualities of various 
types of packages was recently made at 
Camp Blanding, Florida, with a carload of 
fresh foods which were consumed within 
a week’s time. As a result, the Army is- 
sued specifications that were broad and 
flexible enough not only to include pack- 
ages now being used in the domestic mar- 
ket, but any satisfactory package that 


1Lt, Hansen and Major Odell, “Packaging for the 
Armed Forces,” American Management Association, Pack- 
aging Series No, 9, p. 13. 


might subsequently be introduced: These 
rulings were helpful to the manufacturers 
in that they eliminated the necessity for 
turning out two completely different pack- 
ages, one for war and the other for civilian 
use. 

Advance in methods of transportation 
have brought about changes in packaging 
and packing. The development of air 
cargo will probably force still more effi- 
cient types of consumer-unit packaging. 
One organization is reported to have con- 
tracted for excess space on an air line to 
carry items of produce in consumer-size 
packages from the point of origin to the 
point of retail sale. 


CONTAINER RECLAMATION 


To conserve materials, a number of 
manufacturers and merchandisers are prac- 
tising reclamation of cartons and pack- 
ages. It is even suggested by one authority 
that the economies might be sufficient to 
warrant the continuation of the practice 
after the war. There would be no saving 
to the packer, of course, if the cost of 
collecting and rehabilitating used pack- 
ages should prove greater than new ones. 

A large manufacturer and distributor of 
quality food products who now saves all 
cartons because of necessity and patriotic 
reasons finds that a small saving can be 
effected under present circumstances. But 
considerable expense is incurred in trans- 
porting the used packages from outlets to 
New York, where reclamation is central- 
ized. The labor involved in breaking down 
packages and sorting them also tends to 
make the operation expensive. Thus the 
company doubts that under normal peace- 
time conditions it will attempt to reclaim 
its packages. 

Another food manufacturer reports that 
his company is reclaiming packages for 
patriotic reasons only. It has found recla- 
mation costly, because of the labor and 
time involved in sorting used cartons by 
brand, size and packers. It has further- 
more found that only a small proportion 
of its packages can be reused. 

The general rule appears to be that 
savings are possible only if some control 
can be maintained over the final outlet 
for the product. If distribution is made 
through independent distributive channels, 
there is little possibility of economical 
reclamation. 


1Lt. R. de $. Couch, Q.M.C., ‘Frozen Vegetables Stand- 
ards,” Modern Packaging, July, 1944, pp. 91-92. 


MARKETING PROBLEMS 


If the package of a product is to be 
altered, it seems to be the general opinion 
that it should be done gradually over a 
period of time. Acting on this premise, 
General Foods has, on occasion, worked 
as long as two or three years to bring 
about comparatively minor changes in its 
packages, believing that consumers would 
view a drastic change to mean that a 
change had also taken place in the quan- 
tity or quality of the product. 

But a short time ago Pillsbury Flour 
Mills Company made some major changes 
in the packaging of their products that 
met with immediate success. Here there 
was no gradual introduction, but the dras- 
tic change had the benefit of intensive re- 
search work prior to its introduction and 
then had the understanding and support of 
the company’s personnel.’ 

In making package changes, some meas- 
ure of their possible effect should be ob- 
tained from transporters, distributors and 
consumers. A step in this direction which 
has been made by a national manufacturer 
and distributor of food products is a con- 
sumers’ panel to ascertain the consumer’s 
point of view. A number of organizations 
have their own packaging committee, with 
the sales, advertising, production, pur- 
chasing, legal and consumer research de- 
partments generally represented on it. One 
organization that has made many changes 
in its packages does not recall having had 
a single bad experience with any change 
that had been recommended by the pack- 
aging committee. 

A packaging program should cover at 
least four phases—engineering, distribu- 
tion, consumer reaction and merchandis- 


ing. 


A Four-point Program 

First, the package must be functional. 
Hence consideration must be given to the 
weight, strength and other physical char- 
acteristics of the materials used, how they 
react to chemicals and the colors to be 
used. All these engineering problems have 
to be studied im relation to cost. Secondly, 
the views of the various distributors who 
will handle the package should be ascer- 
tained. What do the wholesaler, jobber, 
and retailer think of it? 

Tn devising a package the consumer’s re- 
action must also be kept in mind and ef- 
forts made to meet his demands. Pack- 


“Merchandising the Package Change,” Modern Packag- 
ing, August, 1944, p. 84. 
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age men must take into consideration 
where the product will be stored in the 
home, and see to it that the package is 
adaptable to that place, as well as whether 
the package is to serve solely as a con- 
tainer or have a secondary utilization. 
Uniformity: of size and shape are becom- 
ing important from the consumer stand- 
point. 

The organization must also consider how 
its packages compare with those of com- 
petitors. Is it attractive? What does the 
sales organization think of it? Did the 
sales staff see it before it was made avail- 
able to consumers? How was the pack- 
age received on a trial run?* 


TRENDS 


The trend today is toward simple, light, 
and compact packages of standard size 
and design. There is also increased empha- 
sis on visual display of the product. The 
unit pack itself can reduce distribution 
costs, particularly in transportation, stor- 
age, and inventory taking, and can also be 
a convenience to the consumer. 

Cellophane and lamination have many 
packaging advantages which cannot be 
overlooked. These materials can make a 
package attractive, and at the same time 
provide a high degree of protection to 
merchandise. In making possible visual 
display of the product, they are particu- 
larly useful for making packages for self- 
service outlets. Lamination adds to the 
durability of the package. 

Competition is also forcing reconsider- 
ation of types of glass, metal, wood, paper 
and chemicals employed in packaging. 

Prior to the war combination packages 
were introduced in marketing kindred 
products such as paint and paint brushes, 
tooth paste and tooth brush, and cold 
cream and face powder. This type of 
merchandising, which offers an increase in 
sales potentialities at a decrease in cost, is 
expected to expand to many lines. 


PREPACKAGING 

Prepackaging is the practice of prepar- 
ing a product in size and form ready for 
consumer purchase without any further 
operation at the point of final sale. The 
grower, wholesaler or manufacturer, com- 
mission merchant, or packaging plant may 
prepackage. Vegetables or fruits may be 
packaged at a field warehouse; meats may 
be slaughtered and packed at a local 
abattoir. It is probable that the use of 
prepackaging will increase and its advan- 
tages and disadvantages are now being 
studied by packagers. 

Prepackaging has played an important 


1An estimate was recently made by the du Pont organiz- 
ation that from 25% to 50% of all buying of packaged 
goods is done on impulse, with eye appeal governing 85% 
of all purchases. 
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part in bringing about an increased sales 
volume in frozen foods. The New Eng- 
land fishing industry was faced in the early 
Twenties with the problem of glutted 
markets. Efforts were made to sell in in- 
land territories; but there was the ob- 
stacle of transporting fresh fish so it could 
compete with other commodities and also 
that of marketing an unfamiliar product. 

The industry decided to ship only the 
edible part of the fish. At first it was 
packed in ice and shipped loose in boxes 
or barrels, but it was soon found best to 
wrap each fillet in parchment paper with 
brand identification. 

There were other problems such as keep- 
ing storage fish from dehydrating. A sys- 
tem of quick freezing was finally developed 
with fillets packaged tightly in a consumer 
carton. When wrapped in cellophane it 
was possible to storage them for long pe- 
riods without loss of flavor. This improved 
method of marketing proved increasingly 
popular and brought frozen fish sales to 
$34,000,000 in 1942. 


Packaging Meat 


One authority believes that a saving of 
20% to 30% in the price of certain meat 
products to the consumer can be made 
by having the meat slaughtered and trim- 
med at one point and by shipping only the 
edible portions of the product. The opin- 
ion was expressed that trimming and pack- 
aging could be done more efficiently at 
the abattoir than at the local butchers, 
and that it would also result in savings 
in manpower for the local butcher and 
would offer possibilities of self-service. A 
sales feature of this type of marketing is 
the opportunity for more uniform grading. 

On the other hand, the opinion was ex- 
pressed by another company in the trade 
that there was a definite limit to the de- 
mand for prepackaged meat. This was 
based on the feeling that the public de- 
manded fresh meat whereas when four or 
five days must elapse before reaching the 
consumers’ market, it is usually necessary 
to freeze prepackaged meats. As far as 
the efficiency of trimming meat is con- 
cerned, it is believed that many customers 
prefer to have some waste material. 

Another organization stated that it was 
interested in prepackaged frozen-meat 
products prior to the war. Sales were ex- 
panding and it was found profitable to 
add new items. 

There has been an invasion into the 
field of marketing fresh fruits and pro- 
duce by wholesale grocers in recent years. 
It is reported that present plans of pro- 
cessers and shippers of these products 
call for extensive prepackaging after the 
war which, it is felt, will result in the ad- 
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dition of fruit and produce departments 
by many wholesalers who have not pre- 
viously handled these lines.’ 


SELF-SERVICE 


Prior to the war, efficient chain stores 
and markets reported that they had suc- 
ceeded in reducing costs to the consumer 
by 10% and part of this reduction has 
been attributed to the efficiency of the 
unit package. 

Super markets now report that they can 
increase their volume and at the same 
time cut cost by placing meat on a self- 
service basis. They have found that less 
help and space are required and believe 
that consumers like the idea of being able 
to service themselves at meat counters. 

The success of a product that depends 
on a self-service outlet may to a large 
extent depend upon the informative quali- 
ties of the label. The basic information 
that should be on all packages is:. 


1. Adequate and accurate description of 
the product. 

. The quantity and quality. 

. The ingredients. 

. Proper directions for its use. 

. The manufacturer.’ 

In general, improved packaging, the 
unit pack, prepackaging, and informative 
selling have the potentialities of lowering 
distribution costs. Savings should appear 
in transportation, selling expenses, inven- 
tory cost, storage space, breakage and 
spoilage, insurance rates, and in elimina- 
tion of waste. 

Ampross E. Roeper 
Division of Business Practices 


Or H 09 % 


1A. E. Mockler, “Grocery Wholesalers Plan Postwar 
Expansion in Prepackaging Meats and Produce,” The 
cha of Here e, August ae pets 

“Lower Distribution Cost,” Packagi - 
ber, 1948, p. 53. er 


Small Business 


Representative Ploeser (R) of Missouri 
states that he has made a survey of some 
2,000 establishments to determine senti- 
ment regarding postwar controls over small 
business. “It was not surprising to me,” 
he says, “as perhaps it may be to others, 
that small business, instead of seeing the 
need for continuation of a bureau such 
as Smaller War Plants Corporation dur- 
ing the period of readjustment, by a mar- 
gin of 63% wants federal paternalism 
ended with the war’s end. Only 19% 
held it desirable to continue the corpora- 
tion for as long as six months. Eleven 
per cent favored maintaining emergency 
controls for one year, 4% for two years 
and 2% for a longer period. The re- 
maining 2% were uncertain or specified 
their own particular marginal period.” 
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New Canadian Tax Changes 


ISCONTINUANCE of the refund- 
able or “savings” portion of the per- 
sonal income tax is the major tax change 
in the Canadian 1944-45 budget. This 
change, effective July 1, 1944, is ex- 
pected to involve an income loss to Ot- 
tawa of $70 million in the fiscal year ended 
March 31, 1945, and of $110 million annu- 
ally thereafter.* 

The Canadian personal income tax, like 
the British, is divided into a “pure” or 
straight income tax, and a “savings” tax 
which is refundable after the war. The 
Canadian “savings” plan, unlike the Brit- 
ish, however, was regarded as a substi- 
tute for ordinary private contractual sav- 
ings and was not levied in the event of 
voluntary private savings. 

As the “savings” tax is essentially a 
form of borrowing and not taxation, it 
must, according to Minister Ilsley, be 
excluded from any comparison of the bur- 
den of income taxes in various countries. 
The fact that “on this basis Canadians 
in the lower-income groups are not taxed 
more heavily than the people of other 
countries,” he said, clearly precludes any 
reduction in the “pure” tax at the pres- 
ent time. 


able. An effective voluntary savings or- 
ganization under the national war finance 
committee now supplies such an alterna- 
tive. Voluntary savings are not being 
substituted, however, with any thought of 
a curtailment in the over-all savings. The 
change is expected to make the whole sav- 
ings program much more flexible, both by 
relieving cases of special hardship caused 
by the superimposition of a rigid savings 
tax upon a high “straight” income tax, 
and by restoring the individual worker’s 
incentive which has been somewhat blun- 
ted by the high tax rate. 

The total income tax will be halved in 
the lower income brackets by the elimina- 
tion of the savings tax (see table). In 
the higher brackets, the reduction will 
also be appreciable, although constituting 
a progressively smaller part of the total 
tax. Where credit was already being taken 
for private contractual savings, the reduc- 
tions will, of course, be proportionately 
less. 

OTHER CHANGES 

The remaining changes in the personal 
income tax are relatively minor, although 
they materially affect individual instances 
of special hardship. Credit for medical 


Canadian Personal Income Tax 
Source: Budget Speech of Hon. J. L. Isley of June 26, 1944 
Canadian Dollars 


Single Person, No Dependents 


Married Person, No Dependents | Married Person, Two Dependents 


Earned 
2S - | ,Nonre- i Refund- | .Nonre- | Combined! Refund- | ,Nonte- | Combined 
able "Rea mre ee F he “Taxi iuedable Taxes! able Tax! fdas Taxes’ 
$600..... 0 0 0 0 0 0 0 0 
$700..... 11 11 0 0 0 0 0 0 
$800..... 45 45 0 0 0 0 0 0 
$900..... 66 66 0 0 0 0 0 0 
$1,000..... 79 91 0 0 0 0 0 0 
0 
$1100. 6 ax 88 120 0 0 0 0 0 
$1,200 32>. . 96 149 0 0 0 0 0 0 
$1800 52 4.4- 104 181 31 31 62 17 17 34 
$1,400..... 112 213 65 65 130 Qi Q1 42 
$1,500..... 120 245 98 98 196 24 24 48 
1.600 ae. 128 Q7T7 127 127 254 28 28 56 
ees Bette 136 311 148 148 296 40 40 80 
$1,800..... 144 347 170 170 340 62 62 124 
$1,900..... 152 402 189 195 384 84 84 168 
$2,000..... 160 439 199 229 428 106 106 212 


1Discontinued July 1, 1944. 


On the other hand, since the purpose 
of the compulsory savings feature was 
primarily to mobilize individual savings 
that would not otherwise be reached, its 
need disappears as soon as alternative 
methods of collecting savings are avail- 


1 t Speech delivered by Hon. J. L. Isley, Minister 
of ea the House of Commons in Ottawa on 
June 26, 1944. 


2Total tax from July 1, 1944. 


8Total tax before July 1, 1944. 


expenses incurred outside of Canada is 
to be allowed on the same basis as if in- 
curred in Canada. An allowance of $480 
for blind persons is to be permitted as an 
alternative to an allowance for the wages 
of an attendant. Credits for dependents 
are extended to include dependent illegiti- 
mate children, dependent children not the 


offspring of the taxpayer, and dependent 
relatives by marriage, 

In the past, when the husband or wife 
of a taxpayer has had income from invest- 
ments in excess of $660, both have been 
taxed as single persons. While in most 
cases this does not result in a serious bur- 
den, on marginal cases where the invest- 
ment income does not greatly exceed the 
$660 limit, the incidence of the tax may 
be very severe. It is therefore provided 
as an alternative that a gift may be made 
to the government and deducted from in- 
come (thereby reducing investment in- 
come in the marginal cases to the $660 
limit) . 

Alimony payments are to be deducted 
from income, replacing the provision under 
which the tax, to which the alimony recipi- 
ent is liable, has been allowed as a tax 
credit to the alimony payer. The thirty- 
day limit on filing appeals against income- 
tax assessments is to be extended to a 
year or more because of the large number 
of absences in the armed forces. Other 
changes relate to retirement, annuity and 
pension funds and plans, taxes paid to 
foreign governments, penalties for late 
filmmg and interest rates on unpaid taxes. 


CORPORATION INCOME TAX 


To prepare better for business losses 
during the period of transition to peace, 
business firms are to be permitted to 
charge losses in any one year against the 
profits, if any, either of the preceding 
year or of the three succeeding years. 

Because of the impossibility under war- 
time conditions of keeping up normal 
maintenance and repair work, “one-half 
the expenditure on maintenance and re- 
pairs, incurred in a period to be fixed by 
the governor in council, may be charged 
against the income of a previous fiscal 
period but not farther back than the fiscal 
periods ending in 1943.” 

The treatment of allowances for ex- 
penditures for research is liberalized to 
the extent of including capital expenses, 
such as for laboratories, etc., and current 
expenses for research work not directly 
related to the firm’s immediate produc- 
tion activity. 

To encourage new investments in de- 
preciable assets carried out after a date 
to be specified by the governor in council, 
the taxpayer is to be allowed rates of 
depreciation which may vary at the op- 
tion of the taxpayer between maximum 
rates double the present ordinary rates and 
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minimum rates which will be one-half the 
ordinary rates. It is also provided that 
the refundable portion accumulated un- 
der the excess-profits tax may be as- 
signed as security by a firm “in cases in 
which the governor in council is satisfied 
that the funds so obtained will be used 
in capital expenditures in preparation for 
postwar business giving desired employ- 
ment.” 
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Since new businesses cannot know in 
advance of operations what standard rate 
of profit will be awarded for use in com- 
puting excess-profits taxes, it is provided 
that, during the first fiscal year of the life 
of the enterprise, taxes shall be levied at 
flat rates which ordinarily will amount 
to 40%. 

To allow for those concerns that have 
ploughed back part of their earnings into 
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capital, one upward adjustment in standard 
profits is to be allowed, equal to 5% of 
the added capital since the law came into 
effect. 

Other changes affect dividends of wholly 
owned subsidiaries abroad, and mining and 
oil companies. 


Winturop W. Case 
Division of Business Practices 


Notes on Reconversion 


Speeding Settlements 


Much of the work involved in settling 
contracts, except counting and moving of 
inventory, can be accomplished before T- 
day, according to Brigadier General Albert 
J. Browning, Assistant Director of Mate- 
rial, A.S.F., War Department. 

Questions on classification of inventory 
and on many other matters—their number 
would mount into the hundreds if left 
until contracts are canceled—can be pre- 
determined, he says, with the cooperation 
of contractors. 


Plan Approved 


Approval of such a plan to reach settle- 
ment agreements with contractors be- 
fore actual termination of contracts has 
been announced by Robert H. Hinckley, 
Director of Contract Settlement, in a new 
order, General Regulation No. 3. 

Plans along these lines which were dis- 
cussed with fifteen prime contractors were 
apparently both feasible and workable, 
having been received enthusiastically both 
by the government and the contractors. 

One large manufacturer prepared esti- 
mated claims on contracts still in force, 
in order to give the Army contracting 
offices the opportunity to make most ne- 
cessary decisions. This contractor esti- 
mated the volume of his “constant” in- 
ventory according to (1) special material 
of no further use except as scrap, (2) 
material which he would buy at values 
over 75% of cost, (3) material which he 
would buy under 75% of cost, and (4) 
material of no use to him but of possible 
use to someone else. On final settlement, 
the contractor would provide an accurate 
count of quantities. But decisions on 
classification would be made now before 
the “rush.” 

To expedite final settlement, the con- 
tractor requested decisions on administra- 
tive costs, profit percentages of contracts 
in force, and items of post-termination ex- 
pense. An estimate of the total claim was 


made in order to reach an approximate 
agreement on the amount of credit allow- 
ance that could be obtained. 

Thus experiments have proved that 
agreements can be reached in advance 
of actual termination where sufficient 
data are available to permit reasonable 
forecasts on a sound commercial basis. 


Text of Plan 


The text of the new regulation reads as 
follows: 


“5. Any department or agency of the 
government may embody in any con- 
tract a special agreement to pay the 
contractor, as fair compensation for the 
termination of the contract, amounts 
specified in the contract or to be read- 
ily computed according to specific meth- 
ods, standards or bases appropriate to 
the particular contract and set out 
therein, in lieu of any other compen- 
sation therefor, whenever the depart- 
ment or agency determines (1) that the 
available data permit a reasonable fore- 
cast, consistent with sound commercial 
standards, of the factors involved in 
determining what will be fair compen- 
sation for termination in the case or 
class of cases and (2) that such agree- 
ment will substantially facilitate settle- 
ments, plant clearance, reconversion 
from war to civilian production or the 
efficient use of materials, manpower and 
facilities or will otherwise promote the 
objectives of the Contract Settlement 
Act of 1944. Such special agreements 
may be included in original contracts or 
may be inserted in contracts by amend- 
ment made before their termination; 
and, when so included or inserted, are 
hereby determined to provide a method 
for determining fair compensation for 
the termination of such contracts.” 


Contractors seeking prompt settlement 
of claims in order to enter civilian pro- 
duction as speedily as possible are urged 
by General Browning to follow this pro- 
cedure. Immediate attention would be 
given, he said, to contracts most likely to 
be terminated on V-E day. 


Automobile Industry 


George Romney, Managing Director of 
the Automotive Council for War Produc- 
tion, at the 262nd General Session of THE 
ConFERENCE Boarp discussed the mis- 
conceptions of the problems that arise 
in reconverting the automobile industry. 
His remarks, in part, follow: 


“Today most people believe that auto- 
mobile plants are already being recon- 
verted for automobile production. Even 
people in Detroit have been so misled by 
public statements, largely emanating from 
Washington, that they are asking if they'll 
be able to buy a new car for Christmas! 

“Failure of the government to author- 
ize preparatory activities for partial re- 
conversion suggested by the automotive 
industry beginning a year ago has already 
lengthened the period of unemployment 
that will occur if the war in Europe ends 
before December. All-out action this mo- 
ment would not make up that lost time. 

“The fact is that months ago cutbacks 
and reductions in war orders and over- 
production of raw materials made it pos- 
sible for the government to authorize pre- 
paratory reconversion work without inter- 
ference with urgent war production pro- 
grams. The fact is that the war produc- 
tion employment peak in this country was 
passed last December. 

“Every additional day that the govern- 
ment fails to take necessary partial re- 
conversion action is lengthening the pe- 
riod of initial reconversion unemployment 
for millions of American workers and is 
increasing the number of small businesses 
which will fail because of their inability 
to bridge the gap between contract ter- 
mination day and the resumption of civil- 
ian production. . 

“The recent promising Krug statement 
and Mr. Byrnes’ report to the President 
of September 7 are unimplemented state- 
ments that have generated a lot of think- 
ing but haven’t permitted the raising of 
sweat on the brow of a single automotive 
employee in physical reconversion work. 


__ This is almost true of the highly pub- 
licized four-point program announced to 
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the press on June 18 by Donald Nelson. 
None of these four points was effective 
until the first point was issued as an order 
on July 15. It ostensibly lifted restric- 
tions on the use of aluminum and magne- 
sium. Since that time, Mr. Dow of the 
Dow Chemical Company has been trying 
to awaken the American people to the 
fact that this order has only resulted in 
the discharge of magnesium workers be- 
cause of the refusal of the War Manpower 
Commission to permit the employment of 
men in the civilian production of articles 
from magnesium. The stockpiles of alu- 
minum have steadily mounted, even 
though aluminum production has been cut 
substantially. 

“On July 22, the second point was made 
official. Again, the use of materials for 
experimental work is dependent upon ob- 
taining approval at least from WPB, the 
War Manpower Commission and Produc- 
tion Urgency Committee (which includes 
representatives from half a dozen agen- 
cies) to use the necessary planning engin- 
eers and technicians, unless the work to 
be done costs less than $5,000 a month. 

“Now $5,000 a month might mean a 
great deal to the manufacturer of flat- 
irons or tricycles, but it is like watering 
the elephant with an eye dropper as far as 
the automotive industry is concerned. 

“A few weeks ago the War Manpower 
Commission finally realized the importance 
of permitting a few thousand men to be 
used in preparatory work, and announced 
a statement of principles authorizing the 
use of a limited number of planning en- 
gineers and technicians for this type of 
work, as long as their use does not in- 
terfere with urgent war production pro- 
STAMS. 3 pe 

To the best of my knowledge, Mr. Nel- 
son’s August 15 spot authorization order 
has been of little consequence. As re- 
cently as September 14, the WPB Re- 
gional Office in Detroit had not approved 
any applications made under this order. 

“Three periods precede even limited vol- 
ume production of automobiles. The first 
period of time will be taken up by: 


“1, Experimental engineering work, testing 
and specification writing. Such work is neces- 
sary even before production can be undertaken 
on parts for modified 1942 models. 

“9. Design and building of essential tools 
and dies not now available. 

“3. Design and building of essential machin- 
ery and equipment principally to replace 
machinery and equipment sold to others or 
damaged by the elements. 


“4. Materials procurement and _ placing, 


orders so suppliers can get ready to make pur- 
chased parts and assemblies. 


“A typical company would require six 
months’ time to complete these four steps 
to the point where machines would be 
ready for installation to begin the manu- 
facture of parts. This is known as the 
lead-time period, which occurs before any 
parts production gets under way. 


Prepare for ““Go-Day”’ 


> the second period is the amount of 
time required to get plants in order, clear 
out government machines and inventory, 
move the automotive machines in, set 
them up, and begin to produce the parts 
needed to constitute a complete automo- 
bile. Companies will require on the aver- 
age about three months to set up, start 
production of parts they themselves pro- 
duce, and to get delivery of parts pur- 
chased on the outside. 

“At the end of this period, the compan- 
ies should be about ready to start the as- 
sembly of a few automobiles. Then begins 
the period during which car assemblies will 
rise from a few units a day to volume pro- 
duction. The period between the com- 
mencement of car assembly and the at- 
tainment of volume production varies from 
two to three months. 

“The mandatory period provided in the 
law for clearing plants is likely to be the 
minimum time rather than the maximum. 
The 60-day period does not start until an 
‘acceptable’ inventory list has been filed, 
but no one has been able to find out what 
is meant by an ‘acceptable’ list. On the 
average, it will take thirty days to pre- 
pare inventory lists, which added to the 
sixty days means ninety days could elapse 
before the physical job of actually clearing 
the plants can be tackled. 

“Two realistic recommendations by 
which the government could trim the 
plant clearance job to a minimum have 
been made by the automotive industry. 
The first is a suggestion that the govern- 
ment representatives be trained and as- 
signed to check and approve inventory 
lists as they are being prepared by war 
contractors. The second concrete proposal 
is that the government agencies should 
determine in advance of termination the 
exact disposition to be made of war pro- 
duction equipment and materials.” 


Aviation 

Assistant Secretary of Commerce Wil- 
liam A. Burden, also speaking before the 
September Meeting of THe ConrerENce 
Boarp, stated that the over-all problems 
of the aircraft industry fall into four main 
categories: surplus planes, surplus plants, 
contract termination, and product devel- 
opment. 

“Tens of thousands of aircraft will be 
surplus and obsolescent on V day,” he de- 
clared. “Other thousands of military trans- 
port planes will await disposition. 

“Best estimates of the probable imme- 
diate postwar market, foreign as well as 
domestic, for transport types range from 
2,000 to 3,000. Estimates of the surplus 
that will await disposition range from 
just double to three times this market. 
Shall the market for new transport air- 
planes: be destroyed by this flood of sur- 
plus equipment? 


“In 1939, the total floor space of the in- 
dustry was eleven million square feet. To- 
day it is sixteen times that figure—175 
million square feet. Of this vast area, 
nearly 132 million square feet, or 15%, 
are owned by the government outright or 
through DPC. Then there are the addi- 
tions and extensions of privately owned 
plants also government owned—finally the 
machinery and tools in some privately 
owned plants are government owned. For- 
tunately, no one is seriously proposing 
that the government operate these facili- 
ties. Certainly, the industry could not 
face such competition. 

“The problems of contract termination 
are serious because the stakes are high 
but they are perhaps easier to solve. With 
claims so huge to settle, a small mistake 
could wipe out even the strongest concern 
in the industry. The industry’s working 
capital is sufficient to permit operations 
to continue on the present scale for only 
two or three weeks after termination. If 
equitable settlements cannot be concluded 
there is little chance that aircraft com- 
panies can maintain our air power and 
supply substantial employment in the 
postwar world. 

“The cost of maintaining research and 
development will not be low—it takes 
$15 million to $20 million to develop a 
large transoceanic airplane, $35 million to 
operate our large basic research estab- 
lishments for a year—but the returns will 
be tremendous. Research is the keystone 
on which rests the whole arch of our avi- 
ation structure, both military and com- 
mercial.” 


Interim Financing 


A system of partial payments of war 
contract termination claims was announced 
in Regulation No. 2 of the Office of Con- 
tract Settlement by Director Robert H. 
Hinckley. After proper application, con- 
tractors are enabled to receive at least 
75% and possibly up to 90% settlement 
of their costs within thirty days of can- 
cellation. They may receive additional 
payments upon submission of adequate 
accounting data. 

Payments will also be made to subcon- 
tractors who submit their applications to 
the government through their prime con- 
tractor or any intervening subcontractors. 
Direct payment to subcontractors will be 
made in exceptional cases where applica- 
tion through a prime contractor would re- 
sult in necessary delay. 

Provisions for payment are based on 
contractors’ allocable costs for cost-sup- 
ported partial payments where detailed 
accounting data have been presented, and 
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for controlled partial payments where a 
contractor’s potential insolvency may en- 
danger the interests of the government or 
a subcontractor. 

Inauguration of the T-loan program by 
the Federal Reserve Board also serves to 
provide interim financing. These loans will 
be made chiefly by commercial banks 
acting as fiscal agents for the government. 
Guarantees will be executed by the Fed- 
eral Reserve Bank on behalf of the War 
Department, the Department of the Navy 
and the United States Maritime Commis- 
sion. 


British Surplus Disposal 


British plans for the disposition of sur- 
plus government-owned stocks are out- 
lined in a recent White Paper.’ The plans 
exclude fixed assets and machine tools, and 
are concerned only incidentally with raw 
materials, which will normally be disposed 
of by the government agencies now con- 
trolling them, or with munition stores, 
which will largely be broken up for scrap 
or spare parts. The plans primarily cover 
only such manufactured commodities as 
are suitable for civilian use. 

These surplus manufactured goods are 
to be released at a rate fast enough to get 
the goods into the hands of consumers 
when they are most required and to clear 
badly needed storage and _ production 
space. Yet the aim will be to avoid ad- 
verse effects on production through flood- 
ing the market. Distribution as far as 
possible will be through normal channels, 
with ultimate consumers given a fair op- 
portunity to purchase the goods. Prices 
charged the final consumer must be fair 
and reasonable. 


1Cmd, 6539. 
Sept., 1944, p. 85. 


Text as reprinted in Industrial Canada, 
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Provision is to be made for the appli- 
cation of these principles with due con- 
sideration for the consumer and “after 
consultation with representatives of the 
industries and trades concerned.” As to 
the latter, The Economist’ raises the ques- 
tion as to whether this will not in practice 
result in favoring industry and trade in- 
terests at the expense of the consumer; the 
answer clearly depends upon how the pro- 
gram is carried out. 

Surplus goods are to be marked wher- 
ever possible with a clearly distinguishing 
mark. For the most part, the government 
department that has been handling the 
article will prepare it for sale and make 
the sales contracts. This will ordinarily 
be the Ministry of Supply. Margins and 
prices, methods and rates of disposal in 
many cases will be handled by another de- 
partment—the Board of Trade for almost 
all consumer goods. 

The proposed arrangements “are with- 
out prejudice to the settlement of any 
questions that may arise in the disposal 
of stores received under Lend-Lease or 
Mutual Aid.” 


Surplus Property Control 


Conforming with the aim to sell sur- 
plus property the most favorable way, 
E. L. Olrich, Director of the Office of Sur- 
plus Property, Treasury Procurement 
Division, has stated that the Treasury 
Department will avoid sales at prices that 
are too low for the government or which 
would provide undue profits to the pur- 
chaser. 

A complete inventory accounting sys- 
tem has been established as the first requi- 
site of property disposal. Research is be- 


Issue of July 29, 1944, p, 155, See also The Econo- 
mist, July 22, 1944, p. 119. 
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ing carried on to locate and evaluate po- 
tential markets. The present system of in- 
forming prospective purchasers of offerings 
through press releases and direct mail 
will be expanded to include paid adver- 
tisements and establishment of display 
rooms in Washington and regional offices. 

The negotiated sale has recently become 
the most popular method, although the 
sealed-bid and the auction methods of sale 
are also being used. 


Spot Authorization 


Holders of idle and excess stocks of 
controlled materials are permitted under 
Direction No. 1 to Priorities Regulation 
No. 13 to make special sales to persons 
who have been authorized to produce civ- 
ilian goods under the “spot authorization” 
procedure. Special sales are defined as 
those made by persons who are not in the 
regular business of selling such materials. 

Under the “spot authorization” pro- 
cedure, persons authorized to produce ‘ci- 
vilian goods will be granted the right to 
use an allotment symbol beginning with 
the letter “Z.” Holders of idle and excess 
stocks of controlled materials will be able 
to sell them to persons having this allot- 
ment symbol. 

Controlled materials bought under the 
new rules need not be charged against any 
Controlled Materials Plan allotment ac- 
count by the buyer. Special WPB permis- 
sion is not required to make such a sale 
to a buyer who has been authorized to 
use a CMP allotment symbol whose initial 
letter is “Z.” 


(Additional Notes on pages 224, 226.) 
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New Records in Farm Real Estate 


OLUNTARY sales of farm real es- 

tate during the year ended in March, 
1944, surpassed the previous peak in 1919 
by almost 10%. 

The market value of farm land had 
reached 117% of the 1912-1914 average by 
July 1 of this year, which placed the in- 
dex of the Department of Agriculture at a 
point equal to that of 1928. 

Cash income from marketings plus 
government payments, at $19,924 million 
in 1943, reached a point never at- 
tained before 1942, the $14,602 million in 
1919 constituting the previous record. 
Farm mortgage debt, which stood at 


$5,650 million at the beginning of the year 
according to a preliminary estimate of the 
Department of Agriculture, is the lowest 
since the early years of World War I. It 
is not very much more than half the pre- 
vious high of $10,751 million in 1923. 


TRENDS CONTINUED 


Current trends represent a continuation, 
and in several instances an acceleration, of 
movements clearly under way for two 
or three years. Surveys of selected coun- 
ties by the Department of Agriculture in- 
dicate that 51% of sales were entirely for 
cash during the first quarter of 1944, as 


compared with 52% for the year 1943, 
45% in 1942 and 48% in 1941. Down pay- 
ments on mortgage-financed transfers, ac- 
cording to the same source, averaged 
about 42% during the first quarter of this 
year, against about 39% for 1943 and ap- 
proximately one-third in the two previ- 
ous years. Where mortgages were placed, 
they represented 75% or more of the sales 
price in about one-third, and 50% or more 
in about three-fourths, of the transactions. 

Owner operators appear to be selling 
about 20% more land than they are buy- 
ing, but purchases by tenants result in a 
net movement of land into the hands of 
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ACTIVITY AND RELATED FACTORS OF FARM REAL ESTATE VALUE 


Sources: Department of Agriculture; Treasury Department 
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oe 8 10 146 | 32.7 | 13.7 | 27.4 | 32.0 | 16.8 6.2 47.2 130.9 
est Virginia.......... 154 74 85 105 23.5 18.5 92.1 29.1 31.7 -10.1 43.8 
North Carolina......... 223 86 138 193 | 39.9 | 165 | 30.1 | 32.6 8.3 -1.2 78.5 10 
South Carolina. ....... 280 57 ss | 136 | 54.5 | 9.7 | 93.5 | 93.5 | 42.6 -1.8 80.8 73.6 
Geprmiaccs i re Mey: 57 80 120 | 50.0 | 10.9 | 29.9 | 38.2 | 27.8 +9.1 102.5 120.1 
a (Ch eee 178 121 131 161 | 22.9 | 19.8 | 24.6 | 33.2 | 35.0 “114 101.7 136.3 
= pons Central... 199 79 109 159 45.9 19.4 36.5 47.9 31.2 -1.0 72.2 12525 
oS eee 200 80 107 165 | 54.2 | 27.2 | 37.6 | 53.5 | 42.3 +0.7 62.1 138.8 
ennessee.............- 200 79 104. 160 | 53.8 | 16.7 | 37.2 | 56.7 | 52.4 -16.7 15.8 132.9 
Alakarnae waite. fe L177 88 122 160 | (81 |) 15.4 | 9677"! “40.0 9.0 =e. 85.4 122.5 
IMississip pigs erice selec - 218 73 106 145 36.8 16.2 33.8 37.1 9.8 +4.0 71.6 110.4 
West South Central... 177 82 97 125 28.9 16.7 31.4 44.4 41.4 -9 3 85.9 106.8 
A 229 80 95 141 | 48:4 | 19,1 | 41.5 | 54.6 | 31.6 +9.7 15.1 108.4 
IPOUISIATIS jar) cae =: ayer usee 198 89 117 154 31.6 22.5 18.2 22.9 9588 +2.5 85.5 87.7 
Oklahoma..............] 166 76 93 120 | 29.0 | 15.3 | 35.9 | 53.7 | 49.6 -3.8 Th. 104.0 
Texas. ....---- 00000 174 83 97 124 | 27.8 | 14.7 | 28.2 | 41.0 | 45.4 -15.7 93.3 111.7 
Mountain............. 151 69 75 107 42.7 24.8 31.6 39.3 24.4 22.2 87.9 124.8 
Wisi ana. dd. cide ayin: 126 48 54 go | 48.1 | 21.0 | 27.0 | 43.8 | 60.4 33.8 68.2 158.5 
FARO one eee ere 172 16 85 124 | 45.9 | 24.6 | 38.7 | 43.5 | 12.4 £13. 111.8 131.5 
Wyoming............-. 176 62 66 102 | 54.5 | 29.0 | 29.5 | 42.7 | 44.7 -26.4 60.0 4.7 
Colorado 780. o.4.. 141 54 61 93 | 52.5 | 24.5 | 38.3 | 44.0 | 14.9 -93.4 93.5 133.5 
New Mexico........... 144 15 83 Lie slAOily Shc wl S17 milS5. 07 | 1812 -13.5 107.0 102.9 
ikvinongceratets.& <2 et 165 90 94 127 | 35.1 | 31.9 | 28.2 | $5.2 | 24.8 -10.5 85.1 113.3 
“TS sg CONS nae 167 83 89 11g6 1" 25°59 YO 14- 79) 1797 21.6 Pe e0;1 -28.2 105.6 193.2 
Nevada 135 65 69 87 | 26.1 | 31.2 | 18.5 | 28.4 | 26.5 -26.3 80.7 90.0 
Pacific................. 156 96 107 150 40.2 22.1 35.9 53.5 49.0 -14.7 106.5 148.7 
Washington............ 140 14 83 120 | 44.6 | 25.3 | 33.6 | 41.7 | 24.1 -16.2 130.8 160.8 
Oa NRE aN te 130 72 82 117 | 42.7 | 34.9 | 38.0 | 59.1 | 55.5 -8.6 110.7 139.4 
California.............-| 167 109 121 168.51 38.8 1. 15.1 1, 86.8. 1.57.6" |" 68.7 -15.7 95.9 147.2 


1A]] farm lands with improvements. All figures as of March 1. 
All figures for years ended 


pacers contracts to purchase (but not options). 
farmer operators. Resales to realize a 
profit after a relatively short period of 
ownership is reported to be on the in- 
crease. In the first quarter of the year, 
these resales of land held less than two 
years represented slightly over 10% of 
all transactions in eighty counties selected 
by the Department of Agriculture for in- 


tensive study. During 1943, such resales 
are reported to have constituted more than 
20% of all transactions in about one 
county in seven. 


DETAILS INSTRUCTIVE 


More detailed data available only for 
somewhat earlier periods are also instruc- 


8Total bank deposits of individuals, partnerships, 
less deposits in banks in “metropolitan” counties so designated by the Bureau of the 


Census. Figures as of December 31. 


and corporations except other banks” 


pPreliminary. 


tive. They have been assembled in the 
accompanying table. It is evident that 
the relationship between mortgage indebt- 
edness and real estate values and real 
estate activity is not quite what it would 
appear to be from the over-all figures. 
Four of the ten states in which farm real 
estate values rose most sharply from 1939 
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to 1944—Kentucky, Georgia, Ohio, and 
Arkansas—are also included among the 
nine states in which the total farm mort- 
gage indebtedness increased between 1939 
and 1943. Five of the states with higher 
farm mortgage indebtedness show higher- 
than-average increases in farm land values. 

The ten leading states in respect to in- 
creases in land values include two—Ohio 
and Montana—of the ten states lead- 
ing in sales activity. If either exceptional 
increases in the market price of land or 
far-above-average increases in sales ac- 
tivity are accepted as indications of un- 
usual and probably significant develop- 
ments in the farm real estate situation, 
then Wyoming, South Carolina, Kentucky, 
Tennessee, Indiana, Colorado, Georgia, Ar- 
kansas, Montana, Ohio, North Dakota, 
South Dakota, Nebraska, Wisconsin, Kan- 
sas, Maryland, Missouri, and Michigan 
must be regarded as among the leaders in 
the farm real estate movement of the past 
year or two. 

Among these eighteen states, nine— 
Tennessee, Indiana, Colorado, Montana, 
North Dakota, South Dakota, Nebraska, 
. Kansas, and Missouri—show more-than- 
average increases in both rural bank de- 
posits and cash income from farm market- 
ings and government payments. Seven 
other states in this group—Georgia, Ar- 
kansas, Maryland, South Carolina, Ken- 
tucky, Wisconsin, and Michigan—are 
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among the better-than-average in one or 
the other of these respects. Actually, in 
nearly all the agricultural states both cash 
income from marketings and government 
payments and the accumulation of bank 
deposits have shown very substantial in- 
creases. These facts support the general 
impression that favorable income condi- 
tions in farm regions and growing accumu- 
lations of cash are the basic forces stimu- 
lating the sustained advance in farm real 
estate prices and, directly or indirectly, 
the substantially increased activity in this 
market. 


FACTS SUPPORT WARNING 


The record also seems to support the 
contention now often made that some- 
thing in the nature of a farm real estate 
boom, albeit a boom resting largely on a 
cash basis, is under way. It is, accord- 
ingly, hardly strange that the Bureau of 
Agricultural Economics should feel itself 
constrained to warn that “as values con- 
tinue to advance it is becoming increas- 
ingly important that buyers realize that 
the remaining wartime farm-income years 
are limited and that values in many areas 
are already above the averages likely to 
be maintained if prices of farm commodi- 
ties return to prewar levels.” 


Freprerick W. Jones 
Division of Business Statistics 


Scrap Metal Prices Weaken 


FTER more than three years of sta- 
bility at the composite ceiling price 
of $19.17 a gross ton, heavy melting steel 
scrap has fallen within a month to $18 a 
ton. This break in price is significant not 
only because scrap is one of the most im- 
portant raw materials of the steel indus- 
try, but because scrap prices are often 
regarded as one of the most sensitive busi- 
ness barometers, as illustrated in the ac- 
companying chart. 

In the early stages of the war, scrap 
iron and steel was, as in World War I, 
one of the first commodities to show sub- 
stantial price increases. , At the end of 
the war in 1918, after several months of 
stability at $29 a gross ton, scrap was one 
of the first commodities to fall, following 
a few weeks of irregularity when it ap- 
peared that the war’s end might be near. 

In the postwar boom of 1919-1920, on 
the other hand, scrap lagged behind raw 
materials as a whole, as well as commodi- 
ties in general, both as to timing and the 


extent of the price rise. This divergence, 
however, is more accentuated in a chart 
of annual than of monthly prices. In 1921, 
scrap was among the early commodities 
to indicate recovery, although frequently 
the scrap price appears less sensitive on 
recovery than on decline. 

The direction in trends of scrap prices 
has seldom differed for very long from that 
of finished steel, but the extent of changes 
in the two commodities has frequently 
differed widely over a period of a year or 
two. The chart indicates that scrap has 
been high in the past few years in ratio 
to finished steel prices. 


BASED ON WAR’S END 


The break in scrap prices reflects the ex- 
pectation of an early end to the war in 
Europe and a resulting easier situation 
in commodity supplies. Steel mills are 
holding off on new purchases of scrap for 
future delivery but are still freely accept- 
ing deliveries on old orders at former 
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Prices of Scrap Steel, Finished Steel, 
Raw Materials, and All Commodities 
in Two War Periods 


Sources; Bureau of Labor Statistics; The Iron Age 
Index Numbers, 1914=100 
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prices. Published statistics on scrap, 
which regularly lag about two months be- 
hind other steel statistics, indicate little 
change in supplies and consumption of 
scrap at midyear. In fact, such change 
as is shown is mainly on the side of price 
stability, as users’ stocks of scrap at the 
end of June were a little smaller than 
six months and a year earlier, as indicated 
in the table. Reports in the trade, how- 
ever, point to a greater accumulation of 
scrap more recently at certain places. 

Trade opinion holds that the consump- 
tion of scrap in ratio to steel production 
continues unchanged, or about a fifty-fifty 
relation with pig iron. In foundries, also, 
the proportion of scrap is believed to be 
unchanged. While there are signs of weak- 
ness in foundry scrap, prices have not yet 
fallen anywhere near the extent of steel- 
making scrap. 


100° 
1939 


1941 


1947 1949 


STEEL OUTPUT LIGHTER 


Steel production has been tapering off 
lately, August ingot output being slightly 
under 7.5 million tons, which compares 
with nearly 7.6 million tons a year ago. 
In the previous seven months, output was 
52.5 million tons as compared with 51.3 
million tons a year earlier. Steel oper- 
ations were also scheduled to run lower in 
several weeks of September than in the 
corresponding 1943 periods. Shipments of 
finished mill products (less shipments to 
members of the industry for further con- 
version) in seven months were nearly 
36.9 million tons, against 35.8 million tons 
in the similar period of 1943. 
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Although new buying of steel appears to 
have leveled off from the war’s high point 
last winter, pressure still is strong for de- 
liveries on old orders. The Armed Forces 
are reported to be cutting back future re- 
quirements, and increases in steel output 
expected to be called for in the final quar- 
ter by some programs may not material- 
ize. The manpower shortage is still a fac- 
tor in the trend of steel production, but it 
is reported that demand for semifinished 
steel has fallen off. Meanwhile, steel is 
slowly becoming available for civilian use, 
but as yet in very limited quantities. 


OTHER SCRAP METALS DOWN 


In addition to the weakness in steel 
scrap, many of the nonferrous scrap metal 
prices are also declining. In fact, declines 
of several of them anticipated the steel 
scrap drop by many months. Zinc clip- 
pings have been easing since early in 1943, 
and aluminum scrap even longer. Cir- 
cumstances surrounding aluminum scrap 
are much different from those of most 
other metals because of the extraordinary 
expansion in aluminum. With the passing 
of the acute shortage of that metal, its 
scrap prices have been cut approximately 
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Scrap Iron and Steel and Ingot Output 


Sources: Bureau of Mines; American Iron and Steel Institute 
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‘Scrap 
(Millions of Gross Tons) Ingot 


noe 


Month Stocks at End of Month |Month’s ae of 
Con- oa 
Sup- | Users | Total ices ae 
pliers 
1941 
June... .. 173 4.4 ish 4.4 6.8 
December| 1.1 3.3 4.4 4.5 ee) 
1942 
June.....}| 1.0 3.8 4.8 4.5 7.0 
December} 1.3 5.6 6.9] 4.5 f 
1943 
June..... 1.2 5.6 | 6.9a) 4.5] 7.0 
December} 1.2 5.2 6.4 4.4 Cee 
1944 
dunes...) 19 4.8 6.0 4.5 Ub a3 
July..... ‘Die | io |) (exes | foe |) efetis 
August...| na. | na.| na.| na. | 7.5 


1Open hearth, bessemer and electric steel ingots and steel 
for casting. 
aDifference owing to rounding. 


in half by the decline that has been in 
progress since the beginning of 1943. 

Throughout the metal industries the 
prices of the major primary metals and 
mill products have remained unchanged in 
recent months. 

Wru1am J. Nous 
Division of Business Statistics 


n.a.Not available 


Postwar Prospects for Chemicals Industry 


HE wartime peak for output of chem- 
icals was passed late in 1943. Current 
levels of activity are relatively high, but 
the down trend is clearly evident. As a 


Chart 1: Industrial Chemical Produc- 
tion and Total Industrial Production 


Source: Federal Reserve 
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result, manufacturers are vitally concerned 
with the resumption of civilian production 
and have begun to plan concretely for the 
postwar period. 

Production of all chemicals in gue: 


1944, was more than 20% below the war- 
time peak, but higher than any month 
prior to December, 1942, according to the 
Federal Reserve index of production shown 
in Chart 1. This index includes paints, 
soaps, rayon, industrial chemicals, ammu- 
nition and explosives, and other chemi- 
cals such as drugs and cosmetics, cotton- 
seed products, and fertilizer. Total chem- 
ical production has fallen quite rapidly as 
has total industrial production, but cer- 
tain chemical products have continued to 
move upward slightly. Industrial chemi- 
cals, which include plastics materials, 
crude and intermediate coal-tar products, 
and compressed and liquefied gases, 
reached a new high in June, 1944, and the 
index of production of these products fell 
only one point in July to 411 (1935- 
39=100), as shown in Chart 1. 


USE CONTINUING LARGE 


Consumption of chemicals is expected 
by the trade to remain at a high level, as 
the completed synthetic rubber and high- 
octane gasoline plants offset cutbacks in 
the other chemical-consuming industries. 
The recently increased demand for smoke- 
less powder is another positive factor 
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which will continue at least until the end 
of the war in Europe. 

Use of chemicals by consuming indus- 
tries is shown in the table, and the total 
consumption index is plotted in Chart 2. 
These figures, prepared by Chemical and 


Consumption of Chemicals, 
by Industries 
Source: Chemical and Metallurgical Engineering 
Weighted Index, 1935 =100 


First Six Months Annual 
Consuming Average Average 
Industries 
1944 1943 1941 1939 

Fertilizers........ 42.87) 40.20) 31.49) 25.13 
Petroleum ee 17.51} 14.63] 15.20] 13.45 
Pulp and paper. ..| 19.21) 19.60} 21.92} 16.52 
Glass. . ee 20.29] 18.31) 15.03} 12.51 
Paint and varnish.| 16.64] 15.16| 15.03] 10.66 
Tron and steel. . 13.41} 13.38] 12.88} 8.21 
Rayontenn eee 16.68) 15.31) 12.87) 9.08 
Textiles een. ae 10.56} 11.69} 11.06) 7.89 
Coal products: 10.06) 9.37) 9.28) 7.17 
Leather. . ; 4.18) 4.65) 4.88) 4.16 
Industrial “explo- 

SiVes.oan nee 35) 5.34) 5.54) 4.53 
Rubber eeceee ee 3.00) 3.00} 3.91} 2.79 
Plastics#e-aisar 5.32) 4.65) 3.71) 2.05 

Totela creer 185 .05|175 . 28/162 .80]124.15 


Metallurgical Engineering, show much 
more moderate changes over the war 
period than the Federal Reserve indexes, 
since war-created outlets have been ex- 
cluded from the former. In the first half 
of this year the fertilizer industry has been 
the largest factor in increasing consump- 
tion. Output of superphosphates is 
scheduled to expand still further this year 
in line with the government food pro- 
grams. Petroleum refining has also gained 
substantially this year as a chemical-con- 
suming industry, and capacity for glass 


Chart 2: Consumption of Chemicals 


Source: Chemical and Metallurgical Laie ai 
Index Numbers, 1935=10 
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container output has increased steadily. 
On the other hand, the use of chemicals 
in pulp and paper, textiles and leather 
goods has fallen off since 1943. 

The industry faces fewer reconversion 
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problems than most trades, since in many 
cases change-over of facilities will not be 
necessary. The major problem is adjust- 
ment to reduced military demand at the 
end of the European war and then prep- 
aration for the second and more severe 
cut in production at the end of the Pa- 
cific war. 


PLANNING FOR WAR’S END 


Present planning is based first on gov- 
ernment and private estimates of the cut 
to be expected when Germany collapses. 
The over-all cut has been estimated at 
about 40% by the WPB, but no estimate 
has been published for the chemical indus- 
try alone. The second factor in planning 
is the study of new markets and new prod- 
ucts. Uses for chemicals have grown dur- 
ing the war, notably for plastics and syn- 
thetics developed to replace critical ma- 
terials. Some in the industry believe that 
a large part of the wartime production can 
be diverted and maintained after the war 
through the new outlets. 

A statement of policy on the timing of 
cutbacks of government-owned and _ pri- 
vately owned plants would facilitate plan- 
ning, as would policy formulation concern- 
ing the disposal of Defense Supplies Cor- 
poration equipment. An important long- 
range consideration is the training of tech- 
nical and professional help to replace war 
losses. Government- and _ industry-fi- 
nanced programs will be needed to elimi- 
nate this shortage of trained technicians. 


STOCKPILING EXPECTED 


Stockpiling of raw materials and end- 
products by the industry itself between 
the end of the European war and the end 
of the Pacific war is expected in order to 
cushion the difficult postwar period. Some 
restrictions will be continued for the en- 
tire war period, but the removal of allo- 
cation controls is anticipated shortly after 
Chart 3: Production and Stocks of 
Sulphuric Acid 


Source: Bureau of the Census 
Thousands of Short Tons 
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Germany’s defeat. This would allow man- 
ufacturers to purchase raw materials and 
step up output, provided storage facilities 
and manpower are available. 

Surpluses of chemicals supplies will be 
handled, according to trade reports, by 
Philip F. Hilbert, vice president of the 
Surplus War Property Division of the Re- 
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construction Finance Corporation. A 
basic policy of surplus disposal will be to 
keep such supplies out of the hands of 
speculators. Sales will be made to manu- 
facturers for direct use, or to established 
distributors. 
Frances H. Frazer 
Division of Business Statistics 


Transition in Merchant Ship Demand 


ARTIME shipbuilding is undergo- 

ing a change as the industry turns 
from the mass production of Liberty ships 
to the building of fewer Victory ships 
which have more favorable competitive 
postwar potentialities. 

The Liberty ship program had its in- 
ception in 1941 when enemy action was 
sinking Allied shipping at an alarming 
rate. The United States Maritime Com- 
mission was given the job of producing, 
in record-breaking time, large cargo ships 
which had to be relatively simple to con- 
struct. The Liberty ship was the answer. 

The Maritime Commission modeled the 
Liberty, with some change, after a British 
tramp freighter, fifty years old in design 
and powered with a 2,500-horsepower, re- 
ciprocating steam engine. Expediency dic- 
tated the use of existing design. Whereas 
the British freighter burns coal and has a 
dead weight of 9,500 tons, the Liberty is 
an oil burner and 1,300 tons larger. 


EXPANSION RAPID 


The initial Liberty ship building pro- 
gram was planned merely to augment Al- 
lied shipping, but after Pearl Harbor the 
program was expanded tremendously. With 
541 ships delivered in 1942 and output 
more than doubled the following year, 
Liberty ships rapidly became the principal 
dependence of the merchant marine. As- 
sembly-line technique facilitated the gain 
in output. 

Because the Liberty ship’s maximum 
sea speed is held to 11 or 111% knots or 
less, submarine and aircraft toll of Allied 
shipping continued heavy, and the Liberty 
ship came under criticism. 

The Maritime Commission had been 
well aware of the ship’s limitations when it 
started the program, but at that time 
nothing could be done about them. In the 
first place, turbine and reduction-gear 
manufacturing plants were operating at 
capacity producing equipment for naval 
ships. Reciprocating steam engines, such 
as used in the Liberty ship, could be 
turned out in existing plants. So the 
Maritime Commission concentrated on 


this type while it proceeded to expand 
marine turbine and gear manufacturing 
facilities. 


CHANGE TO VICTORY SHIP 


When additional plant for the produc- 
tion of more powerful propulsion equip- 
ment became available late in 1943, the 
Maritime Commission began diverting 
yards to the construction of the Victory 
ship. 

This ship, a product of considerable 
planning and experimentation, is faster 
and longer than the Liberty. It carries 
the same amount of cargo but can run 
at 15 to 17 knots. Because of this greater 
speed, the turn-around time has been cut. 
While a round trip to England required 
nine weeks with the Liberty, the Victory 
can accomplish the same trip in three 
weeks, and run free of convoy because of 
its greater speed. 


Building Time Lengthened 


The Victory ship requires longer to 
build, and with Liberty ship production 
tapering off, ship deliveries have been de- 
creasing. This decline is attributable in 
part to the added emphasis on the imme- 
diate need for vessels to meet military re- 
quirements, such as C-1 and C-2 cargo 
ships of the Commission’s 50-ships-a- 


Merchant Shipbuilding in 
World War II 


Source: United States Maritime Commission 
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year program launched before the war 
started, coupled with demand for fast, 
long-range oil tankers and coastal ships. 

The construction period has been length- 
ened, since one ton of special ship design 
equals three tons of Liberty ship from a 
time-cost, manpower standpoint. Other 
retarding factors contributing to the pro- 
duction decline during the eight months’ 
period include delays encountered in ob- 
taining the additional equipment, labor 
shortages and work stoppages. Elimi- 
nation of third-shift, Sunday and over- 
time work at shipyards have also slowed 
down output. 

This decline in completed ship deliver- 
ies is shown in the accompanying chart. 
Commission yards delivered 119 ships 
with a dead weight of 1,157,602 tons in 
August, a decrease of 5.6% and 9.2%, re- 
spectively, from July. The output in the 
first eight months of this year aggregates 
1,109 ships with a total of 11,059,586 
dead-weight tons, a drop of 7.7% and 
9.2% from the corresponding 1943 period. 


NO CUTBACKS NOW 


Merchant shipbuilding has not suffered 
any severe cutbacks despite the indicated 
declines during the first eight months of 
1944. About 16 million dead-weight tons 
of cargo vessels are being built this year 
instead of the 20 million tons originally 
planned for 1944. However, the Maritime 
Commission is more concerned at present 
with keeping shipbuilding up to schedule 
than with cutbacks, as workers have been 
leaving the West coast shipyards in con- 
siderable number, often to find jobs in 
industries which they feel have a better 
postwar outlook. Rumors of cutbacks in 
the Maritime Commission program have 
also tended to speed up this exodus. 

On July 16, the Maritime Commission 
awarded contracts for the construction of 
262 additional cargo ships aggregating 
some 2,500,000 dead-weight tons. All 
these must be completed before July 1, 
1945, to meet the constantly expanding re- 
quirements of the Armed Services. Vice 
Admiral Emory S. Land, chairman of the 
United States Maritime Commission, 
points out that the rising tempo of our 
military and naval campaigns places 
greater burdens on the merchant fleet. 

The approaching conclusion of the 
European phase of the war suggests a 
tapering off of merchant ship demand from 
that area, but any contraction is expected 
to be offset by intensification of warfare in 
the Pacific and Asiatic theaters, primarily 
because of the greater distances involved 
in carrying supplies. 


Wuu1am B. Harper 
Division of Business Statistics 
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Food Supplies Large 


ITH the year’s harvest nearly com- 

pleted, the food situation is stronger 
than many preliminary reports indicated 
early in the year. The carry-over of most 
grains had fallen to a low level in relation 
to current high consumption, but crops 
have turned out to be exceptionally large, 
according to condition reports as of Sep- 
tember 1, as indicated in Chart 1. 

In addition to grains, meat production 
continues to increase over 1943 output, 
and the estimated total of 25.5 billion 
pounds for the year is expected to set a 
new record 4% above that of last year. 
Butter production, on the other hand, has 
fallen off. Creamery output at 154.6 mil- 
lion pounds in July was the lowest for 
that month since 1922, and 15% less than 
a year ago. Milk output in the same 
month was within 1% of that a year 
earlier, but the output of cheese and evapo- 
rated milk and similar items was increased. 
Feed conditions favor dairy production in 
the latter part of the year more than had 
been anticipated some time ago. Price 
relationships, however, are expected to at- 
tract much of the dairy production away 
from butter, keeping the latter scarce. 


POSTWAR PROSPECTS 


Wih the approaching end of the war in 
Europe, the problem of surplus food is 
receiving much consideration, but no defi- 
nite official program has been announced. 
The Director of War Mobilization, James 
F. Byrnes, high-lighted the problem in his 
report on September 7 on plans for a re- 
turn to a peacetime economy. After de- 
ducting food requirements for occupation 
troops and UNRRA from an estimated 6 


Chart 1: Available Domestic Supplies 
of Grains 


Source: Department of Agriculture 
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million tons other than wheat to be made 
available by the release of reserve stock, 
he finds a net surplus of over 2 million 
tons. It is not clear whether all of this 
is in the European theater, but he does 
state that it is unlikely that large drafts 
will be made by European requirements 
upon United States production in 1945. 
The House Committee on Postwar Plan- 
ning, under the chairmanship of Represent- 
ative Colmer, in a recent report stressed 
the underlying problem of an over-ex- 
panded agricultural output and referred 
obliquely to the related problems of price 
support and continuing existence of food 
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surpluses. The Eastern Regional Advis- 
ory Committee on Surplus Food Disposal 
collaborated with the WFA’s Food Indus- 
try Committee headed by F. I. Whitmarsh 
in issuing a comprehensive program for 
disposing, through established trade chan- 
nels, of government-owned stock of surplus 
foods. 


PRELIMINARY STEPS 


These are preliminary steps in the de- 
velopment of an official policy and pro- 
gram of disposing of government-owned 
surplus food stocks with the minimum 
strain and dislocation upon prices, mar- 
kets, and channels of distribution. De- 
tailed estimates of stocks that are or will 
be declared surplus have not yet been 
made public nor has a concrete plan for 
surplus disposal yet been set in motion. 
There is also talk of reviving the food 
stamp plan to aid in the disposal of sur- 
pluses, both of war stocks and those that 
are anticipated in view of the price sup- 
port program. Foreign disposal faces for- 
midable problems of markets, credits, and 
the availability abroad of American ex- 
change. 
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Source: Tue ConrerENCcE Boarp 
Index Numbers, 1935-1939 =100 


DURABLE, 7 


le 


1938 1939 1940 194) 1942 1943 1944 


On the Business 
Front 


N INCREASING number of signifi- 
A cant industrial indicators in the past 
month point to a slowing down of busi- 
ness activity. 

Carloadings and electric power output, 
two of the broadest classes of activity, 
have dipped below corresponding 1943 
levels in some recent weeks. This has 
been true also of steel, output of which 
dipped below 7.5 million tons in August, 
compared with 7.6 million tons a year 
earlier. Previous months this year had 
shown gains (see page 237). 

Production and shipments of practically 
all nonferrous metals have also fallen be- 
low year-earlier quantities, and in some in- 


Table 1: United States War Production 
Indexes 
Source: War Production Board 
1943 Average Month=100 


1944 


1943 
Item 
June 
June! | May 
Lotalamunityous eee Lon Lo 97 
Airerattveh: S6 bc tea aaa 146 | 147 96 
Ships’: aan. cee bee 108 | 114 | 100 
Guns and fire control....... 86 90 | 103 
JATMINUMIELOM Se eek ieee 110 | 106 90 
Combat and motor vehicles. .|_ 78 75 | 104 
Comm. and elect. equipment.| 130 | 124 | 87 
Other equip. and supplies...| 113 } 111 96 
Total war construction 
(government financed)?...] 35 | 35 | 111 
Total munitions and war 
construction 
(government financed)....| 104 | 105 | 99 


1Preliminary. 

2Value-in-place basis. 
stances even the cumulative quantities for 
the year to date are below corresponding 
1943 figures. Domestic production of cop- 
per has been lagging all year but in July 
and August shipments were slightly small- 
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Table 2: Current Government Financial Statistics 
Sources: Department of the Treasury; Bureau of the Budget 


Millions of Dollars 
First 2 months 
1944 of Fiscal Year 
1943 (= 2 ee re 
ee August 

August July June May 1945 1944 
Expenditures......... 8,227 7,951 8,597 7,780 7,897 16,178 15,260 
Net RFC war loans. 158 47 129 CNM 305 206 617 
Vian COSUS Semaine oud 7,201 7,567 7,879 7,232 14,772 13,664 
Other expenditures. . 498 703 901 -310 360 1,200 979 
Revenuweswee ese. 2,420 1,870 6,177 2,895 2,702 4,290 4,543 
Deficient ee: 5,807 6,081 2,420 4,885 5,194 11,888 10,717 
Working balance...... 16,909 21,162 19,406 7,759 5,60UT) . tae?) ee aeeee 
IDA: CHIN osc ed ey 211,369 | 210,138 202,626 188,035 148,000 | 211,369 148,000 


Table 3: Manufacturers’ Orders, Shipments and Inventories 


Source: 


Index Numbers, 1935-1939= 
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100; Seasonally Adjusted 


1944 1943 Percentage Changes 
rea July : oe June, 1944 | July, 1943 
“ af t t 
(Prelim) er ee oA | aly, 1es4ltolyaciow 
Inventoriess.e nan ens Bit rie Lod a 168.0 168.8 ie? -0.5 -5.6 
Durabletvoodswaees erat lee ee 193.8 194.0 206.3 -0.8 -6.8 
INondurableizoodss...s;menes oe 15.9 13107 13322 136.1 +0.2 -3.1 
Bootstandkshoespeve mshi <6 107 104 106 95 +3 +13 
Chemicalsenrc asserts ue ereci ne Lod 183 184 169 =) +7 
IMetaleprod ucts ieee 159 160 163 184 -1 -14 
(Papersees cere reece: 145 139 140 3S +4 +9 
Shipmentsaemie eet. net ee oes Q73 284 283 268 —4 +2 
Dtrablescoodsses eee nmroco 339 343 321 0 +6 
Nondurable goods.............| 193 216 209 202 -11 —4 
Bootsrand: shoes ata eee 139 206 185 143 -33 -3 
C@hemicalsaneeener nent te | mee 6 261 266 256 +6 +8 
Metaliproductste eee te 334 351 364 330 —5 +1 
Paper tae ee eA. 5 Be} 188 207 201 191 -9 —2 
Newordersieet dt te ere 310 411 396 345 -25 -10 
Durableizoodsaea ee teen eS 47, 403 412 411 14 -16 
Metaliproductsy.caeeceen 620 886 650 812 -30 —24 
Paper’ iis, ANi are a Oe. HE n.d. 148 177 1388 a} -16 b +7 ¢ 
Untilledtordersaee. ee eee al eur ao 778 783 927 —4 -20 
Dimablejgoodsiaames.eeeeeae ell.038 1,079 1,090 ESI —4 -21 
Nondurable goods......... 371 394 392 436 6 US 
Jronvand steely. deen ee |S 776 716 746 d +4 
Metal'products qa aeeeee es ace 1,372 1,467 1,494 2,060 -6 -33 
Railroad equipment........... 915 871 879 1,476 +5 -38 
Textilesscnecls linea rertaees ees: 955 206 255 -12 =12 
aJune, 1943, dLess than 0.5%. 


bPercentage change—May, 1944, to June, 1944. 
cPercentage change—June, 1943, to June, 1944. 


er than a year ago, following a small gain 
in the first half of the year. However, 
the WPB estimates that deliveries of cop- 
per in the fourth quarter will be heavier 
than in recent periods, despite lack of full 
production. The emphasis now is on brass 
rod and tube, with strip output lighter 
than early in the year. 

Production of primary aluminum has 
been declining since last December but 
did not fall below 1943 levels until June. 
The output of aluminum products con- 
tinued to rise in the first months of 1944 
but was curtailed through the spring. In 
June it still was higher than a year earlier 
but this may no longer be true. Produc- 
tion and shipments of zine are also de- 
creasing, but in contrast with copper, pro- 
ducers’ stocks are rising to exceptionally 


n.a.Not available. 


high levels. The magnesium situation is 
similar to that of aluminum. 

Chemical production passed its zenith 
some months ago though new records are 
being made in a few individual products, 
including sulphuric acid. The chemical 
situation is analyzed on page 233. 

Munitions output, as indicated in Table 
1, held steady in June, the latest month 
for which indexes have been reported. 
While the trend rounded off earlier in the 
year, the level remained well above a year 
ago. Schedules call for increased output 
in the latter part of the year in combat 
and motor vehicles, ammunition, electron- 
ics, guns and ships. However, progress of 
the war indicates that the program is sub- 
ject to the possibility of great changes. 


(Continued on page 239) 
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Percentage Change 


1944 19438 
July, 1944 | August, 1943 |18t 8 Months, 
to to » to 
July June May August August, 1944 | August, 1944 Ist bi Months, 
Industrial Production 
Motel (FRESE te ee. 1935-39=100 ||p 232 |r 231 235 236 242 +0.4 4.1 +0.6 
Manufacturing (FRB) (S)........ 1935-39=100 ||» 248 |r Q47 252 253 261 +0.4 -5.0 if 
Durable goods (FRB) (S)....... 1935-39=100 |} p 349 r 348 354 356 365 +0.3 —4.4 +1.3 
Steel Bibione LOD GRr A Gaia ae. Ceo 000 net tons 7,470 TATA 7,217 7,680 7,586 —OeL == +1.9 
Bigurons scans | Seb hehe ee 000 net tons n.a 5,157 5,057 5,343 5,023a +2.0b +2.7% +3.5d 
Copper (refined).............. net tons 91,047 93,650 93,958 98,580 | 100,077 -2.8 -9.0 -6.6 
Lead (refined)... i0s..00vicssen. net tens 38,436 40,471 39,755 45,903 44,4°77 -5.0 -13.6 44.2 
ZADG IED) cee gc mniiae on > net tons 71,281 72,947 73,067 80,497 79,736 -2.3 -10.6 2.9 
Glass containers.............. 000 gross 8,692 8,075 8,966 8,866 8,371 +7.6 +3.8 410.2 
Lumber PRA oeitee we ene million bd. ft. |} e 2,728 2,573 2,800 2,791 2,962 +6.0 -7.9 4.9 
Meena too FRBS doe scougoneT 000 dollars {ip 35,041 | r 32,753 |r 41,471 41,819 87,805 +7.0 -60.1 -60.3 
achinery (HRD)... <2. .5 5. 1935-39 = 100 436 |r 436 443 |r 437 445 0 -2.0 +2.3 
Transportation equip.(FRB) (S)| 1935-39 = 100 ‘ 709 |r 708 |r ‘717 726 762 aL Ona -7.0 a1 8 
Nondurable goods (FRB) (S)...|| 1935-39=100 |» 166 |r 165 169 169 178 40.6 6.7 -2.4 
Cotton2ae wag. eee eee bales 841,490 724,167 805,735 831,889 843,187 +16.2 —0.2 -10.0 
Wook. ee million pounds na. |p 43.8 49.6 |p 58.4 50.1a -11.76 panes -2.8d 
avon yariit.) eer ce eae. million pounds] p 44.8 |r 40.9 43.9 45 . 4 41.4 +95 +8.2 +7.6 
Get IeGm) Gye. ilaesrso=t00 [oo aie le uchies| Stn 24.) cddel, 20.0. | acepionlimntion 
emicals (FRB) (S)........ = 313 r 316 =Ap, Am. -lo. 
Newsprint, North American. . .|| short tons 348,565 326,083 | 330,005 | 347,204 | 349,418 +6.9 0.2 -0.7 
Eee a . Ss BE OTe % of capacity 92.5 81.7 92.6 |r 89.7 91.0 +13.2 es eT Al 
Bperhoards wo acer <2 cick russe % of capacity 96 85 96 96 96 +12.9 +1.8 
Boots and shoes.............. thous. of pairs || 39,000 | 31,705 |r 40,682 | 39,648 | 39,911 || +21.9 -2.5 2.9 
_Cigarettes (small)?............ millions n.d. 20,278 21,166 21,065 22,8784 —4.2b -11.4c -1.5d 
Minmg (ERG) (8). 22-0 2. 22 1935-39=100 |p 142 |r 189 142 143 135 +2.2 +5 .2 +8.8 
Bituminous coal.............. 000 net tons || p 54,220 48,930 53,395 55,220 52,432 +10.8 +3.4 +8.6 
AMEN YB CLEC so stecey eyae «50450550 :6550)> 000 net tons |ip 5,588 |r 4,962 5,623 5,848 5,653 +12.6 -1.1 SL) I 
Crude petroleum®............. 000 barrels e 4,690 |e 4,625 4,574 4,558 4,214 4+1.4 +11.3 +13.5 
Blectric powers eects co is ver aes million kwh 4,421 4,283 4,283 4,240 4,279 +3.2 +3.3 +8.9 
Construction’ sec.5....0. 6 LT sence eens 000 dollars 169,341 190,539 163,866 144,202 413,791 -11.1 =59.1 46.1 
Heavy engineering—Public®........ 000 dollars 35,864 30,067 25,048 23,984 33,364 +19.3 +7.5 -50.4 
Heavy engineering—Private®....... 000 dollars 6,386 9,573 6,514 10,731 7,024 -33.3 -9.1 —6.7 
Munitions Production.......... 1943=100 115 WS) re Se ee LG 105 +1.8 +9.5 +23.5 
Wart Costs an.28 oe cue 5 aie sisteee million dollars 7,571 7,201 7,567 7,879 7,232 +5.1 +4.7 sili if 
Distribution and Trade 
Garloadings. total! soo oc... suse suis ses thousand cars 895.6 871.5 874.0 856.6 889.6 +2.8 +0.7 +3.9 
Carloadings, miscellaneous‘......... thousand cars 400.3 386.2 385.8 381.3 388.7 +3.7 +3.0 +1.9 
Retail trade (NICB) (S)........... 1935-39 = 100 n.d. 182.8 175.5 176.5 165 .2a +4.2b +10.7c +5.5d 
Department store sales (S)......... 1935-39 = 100 185 r 194 175 181 165 4.6 +12.1 +7.8 
Variety store sales (S)............- 1935-39 = 100 n.d. 156.3 157.9 sie 2 e k a 7 : oe cin : oe ‘ a 
Rural retail trade (S).............. 1929-31 =100 n.d. 183.5 170.6 a : c = 
Grocery chain store sales (S)’........ 1935-39 = 100 n.d. 182.6 182.1 178.7 165.0a +0.3b +10. 7% +5.8d 
Magazine advertising linage........ thous. of lines 3,541 Gerri 2,993 3,456 2,965 +8.1 +19.4 +31.1 
Commodity Prices 
All commodities (BLS)...........- 1926 =100 103.9 | p 104.1 p 104.3 ane aie ae Says she 
Raw materials............0--++- 1926 = 100 112.7 |p 113.6 |p 114.2 
Semimanufactured articles........ 1926 =100 94.0 93.9 93.8 93.7 92.9 ee Oul +1.2 +0.8 
Manufactured products.......... 1926 = 100 100.9 |p 100.9 100.9 100.9 99.7 0 +1.2 +0.5 
Rarmiproductsiecn. «eis eile 1926 =100 122.6 |p 124.1 125.0 122.9 ae [ ; a eye 
OOS Beier ceimre bets as e+ Siejoite i> 1926=100 104.8 105.8 106.5 105.6 : : 2. 
Scutive industrial (NICB)!........ 1929=100 95.8 95.8 95.8 95.9 95.9 0 0.1 if 
Sensitive farm (NICB)‘...........- 1929=100 122.5 121.4 120.9 121.2 116.4 +0.9 +5.2 +2.7 
Retail prices (NICB)..........-.+: 1926 =100 100.6 100.5 99.7 99.7 99.3 REO iS 0.3 
Securities 
Total stock prices(Standard & Poor’s)]| 1935-39 = 100 102.7 104.3 101.5 97.2 94.4 -1.5 ae 3 +7.9 
Nndustrialses seme vere. cite se oc: 1935-39 = 100 104.7 106.7 103.9 99.0 96.3 -1.9 =the +7.1 
LRAT otis eh 0 os ain croehs eo Di ciced oi oath 1935-39 = 100 102.5 105.3 100.8 he ans 45 i‘ seis eee 
Witilities yet. ett crtintynacp ae alls 1935-39 = 100 92.1 91.3 89.6 87.8 : ; : : 
Total no. shares traded N. Y. Stock Ex.|| thousands 27,526 40,013 45,837 21,247 21,227 -31.2 +29.7 14.5 
Corporate bond yields (Moody’s). . .|| per cent 3.02 3.04 3.05 3.06 3.10 +0.7 -2.6 -3.3 
Financial Indicators ; , 
Bank debits, outside New York City.|} million dollars || 36,420 37,624 42,613 36,067 33,359 -3.2 asf 2 fle 5 
New capital corporate issues........ 000 dollars 105,573 57,328 36,373 32,616 22,404 +84.2 | +871.2 | +134.9 
Refunding issues.............+-+-- 000 dollars 140,608 | 153,917 84,004 184,091 79,311 -8.6 +77.3 | +143.2 
Comm., industrial and agric. loans‘. .|| million dollars 6,004 6,058 5,937 5,958 5,718 -0.9 +5.0 +5.3 
National income payments.........|| million dollars n.a. | p 12,892 |r 13,499 12,300 11,846a —4.5b ie ase 1d 
« rat i tone cl i f “tax-paid withdrawals ‘Average daily ‘Average weekly °F. W. Dod 
Fe tl Grocery And somisnation chain store sales" aT aie Honea Tenss19443 40 July, 1944 cPercentage Glance 


July, 1943, to July, 1944 dPercentage change, first 7 months, 1943, to first 7 months, 1944 eEstimated fLess than 0.05% pPreliminary Revised n.a.Not available 
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August 


24. PAW bans eastward shipments of re- 
sidual FUEL om from West coast 
states. Donald Nelson’s testimony of 
last week to the Senate is finally re- 
leased, stating that airplane cutbacks 
will solve MANPOWER situation in the 
forging industry and that virtually all 
critical MUNITIONS programs are be- 
ing met. National Association of 
Commodity Exchanges and _ Allied 
Trades, Inc., is launched at Chicago 
to protect COMMODITY FUTURES EX- 
CHANGE interests after the war. 


25 SFA diverts 1,680,000 tons of high- 
grade Appalachian coat to steel 
plants from industrial plants using it 
to generate steam. Civilians will re- 
ceive about 85% of record 1944 
FROZEN Foop pack, says E. T. Gibson, 
of National Association of Frozen 
Food Packers. 


26 consrRucTION industry is allowed by 
OPA to add to its ceiling prices wage 
increases approved by government 
agencies since October 3, 1942. 


27 Army Air forces cut back production 
of advance Trainer “21” PLANES. 
WMC promises to shift workers to 
thirteen key war industries (including 
tires, trucks and tanks, artillery and 
ammunition, and lumber) with LABor 
SHORTAGES. 


28 United States and Cuba began nego- 
tiations for purchase of 1945-46 sugar 
crops. General Tire & Rubber Com- 
pany reveals new method of process- 
ing SYNTHETIC RUBBER which will step 
up tire output. OPA puts into effect 
previously announced rises in COTTON 
YARN ceiling prices and removes from 
adjustable pricing Class A print cloth, 
combed and carded cotton yarns. 
About one-third of all Army supply 
contracts will be terminated after 
YV-E day, says Deputy Director of 
AAF Materiel and Services. WFA 
announces sales of more surplus pro- 
cessed foods. 


29 WPB orders further cutbacks in ALu- 
MINUM production. DPC will sell 
SURPLUS MACHINE TOOLS and other 
production equipment to purchasers 
for use, not for resale. Most of woop 
ALCOHOL industry is charged by De- 
partment of Justice with anti-trust 
law violations. WPB drops restric- 
tions on purchases of TOOL STEEL. 
Simplified income tax form for in- 
comes under $5,000 is announced by 
Bureau of Internal Revenue. War 
Department establishes policy for re- 
sale of transport PLANES to air lines. 


30 OPA reveals new ceiling prices, effec- 
tive September 3, for primary dis- 
tributors and sellers of RAW SUGAR, 
first change in two years. Treasury 
Department offers 30,000 Army 


Chronicle of Business 


trucks and cars for sale as surplus 
property. Kansas City resumes CORN 
FuTURES trading, first time since 
June, 1943. 


31 Government takes over ten bituminous 


COAL MINES in Pennsylvania to stop 
STRIKE. WPB eases restrictions on 
the use of steel, copper and aluminum 
in cutlery and of copper in certain re- 
pair parts and for various other pur- 
poses. 


September 
1 WPB announces policy to provide for 


the shift of war work from plants con- 
vertible to civilian production to 
SPECIAL-PURPOSE PLANTS, such as Wil- 
low Run. Measures are taken by 
WPB to stop leaks to uNIoNs of in- 
formation about planned cuTBACKS. 


4 Price Administrator Bowles asks Con- 


gress to remove ban on the use of 
Agricultural Marketing Association 
grades in CANNED GOODs pricing. 


5 Texas manufacturer of septic tanks is 


first officially authorized to produce a 
consumer item under spoT AUTHOR- 
IZATION PLAN. War Department re- 
vises termination rules for cost-PLus- 
FIXED-FEE CONTRACTS. WPB orders 
40% cutback in primary MAGNESIUM 
ingot production, effective gradually 
in the next few months. WPB an- 
nounces it will remove almost all con- 
TROLS on materials after V-E day ex- 
cept those necessary to reduced war 
production. 


6 WPB Operations Chairman L. R. Boul- 


ware resigns and is succeeded by H. 
G. Batcheller, president of Allegheny 
Ludlum Steel Company. WPB esti- 
mates 40% CUTBACK in war produc- 
tion after V-E day. Army plans re- 
lease of over 1,000,000 soldiers and 
37% cutback in outstanding procure- 
ment orders when European war ends. 
Navy will continue expansion and not 
begin demobilization until Japan is 
defeated. 


7 WMC Chairman McNutt announces 


relaxation of strict LABOR CONTROLS 
after fall of Germany. WPB releases 
statistics On METAL PRODUCTS ship- 
ments and unfilled orders. 


8 Four automotive companies file RE- 


CONVERSION plans, says WMC. Army 
reveals it is notifying contractors of 
CUTBACKS to take effect at Germany’s 
defeat. 


10 War Mobilization Director Byrnes’ 


DEMOBILIZATION report emphasizes 
rapid cutbacks and plant clearances, 
clear-cut price policies. Restrictions 
on use of ZINC are eased by WPB. 
FEA relaxes EXPORT CONTROL on 34 
items, such as cellulose acetate manu- 
factures, sponges, wallpaper, type- 
writer spools, ribbons, repair parts. 
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11 Director of Contract Settlement Hinck- 


ley directs war agencies to make PaR- 
TIAL PAYMENTS On TERMINATED CON- 
Tracts within thirty days after ap- 
plication is made. Federal Reserve 
Board announces T-LOAN program for 
war contractors awaiting final settle- 
ment of termination claims. The 
United States invites more than fifty 
nations to an international AVIATION 
CONFERENCE to begin November 1. 
Three air lines place substantial plane 
orders for postwar expansion. DPC 
issues first list of surplus MACHINE 
Toos for sale through RFC. 


12 National Planning Association pro- 


poses CORPORATE TAX DEFERMENT to 
improve cash position of business dur- 
ing reconversion. 


13 AUTOMOBILE COMPANIES estimate three 


to eight months necessary to resume 
output when war ends. WMC out- 
lines program for releasing planning 
engineers and technicians to aid re- 
conversion. National Association of 
Railroads and Utilities Commissioners 
asks ICC to cancel 1942 FREIGHT RATE 
INCREASES, now suspended until 1945. 


14. UAW votes to retain NO-STRIKE PLEDGE, 


pending referendum of members. 
NWLB panels (United Steelworkers 
—AFL hearings) find living costs 
have advanced beyond point indi- 
cated by BLS index; LITTLE STEEL 
FORMULA may be changed. War De- 
partment issues rules for reimburse- 
ment of war contractors for higher 
costs resulting from contract changes. 
American Airlines announces new AIR 
FREIGHT service at reduced rates, ef- 
fective October 15, first complete air 
freight schedule filed with a govern- 
ment agency. WPB allots 125,000 
more tons of strEL for fourth-quarter 
civilian production. Chicago Board 
of Trade reopens CORN FUTURES mar- 
ket, closed since June 25, 1943. 


15 OPA hopes to set prices of new cIviL- 


IAN GOODS made after V-E day at 
about 1942 levels. NWLB Chairman 
Davis predicts probable wacE 1IN- 
CREASES after war output drops. 


17 Prime street allotments to manufac- 


turers under Spot Authorization Plan 
will be based on 1939 industrial ac- 
tivity, says WPB. OPA raises fine 
COTTON GOoDs price ceilings by 10% 
over present mill levels. Wacr INncEN- 
TIVE plans are urged by WPB to re- 
duce unit costs of production. WPB 
reveals it will soon substantially in- 
crease glass container and crown 
quotas for food, chemicals, and soft 
drinks, and ease restrictions on use 
for cosmetics, wines, distilled spirits 
and malt beverages. Seventeen pro- 
aed foods are removed from ration 
ist. 
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(Continued from page 236) 

War expenditures in August were nearly 
$7.8 billion, 6% greater than in July. The 
deficit was less in August than in July, 
but for the two months together it was 
greater than a year ago. The working 
balance was reduced from the high level of 
July but remained three times as high as 
in August, 1943. The trend in federal fiscal 
affairs for recent months is shown in 
Table 2. The trend of the stock market 
has been mainly downward since the mid- 
dle of August but with a moderate recov- 
ery in mid-September. A feature of the 
latter was strength in railroad equipment 
securities, based on indications of extra- 
ordinary export possibilities in addition to 
to postwar domestic demand. 

Civilian goods production remains limit- 
ed, as reconversion remains in the plan 
stage except for very minor items on 
which action has been taken. Manufac- 
turers’ inventories decreased slightly dur- 
ing July, and 5.6% in a year, while new 
orders fell off 25% and 10%, respectively. 
Unfilled orders were off only 4% in the 
month but 20% in the year. 


Winuiam J. Nowe 
Division of Business Statistics 


Employment 
Trends 


HERE was little net change in em- 

ployment in August from the total 
of 64.4 million persons employed in July, 
according to preliminary reports. Gains 
in manufacturing, transportation, and 
public utilities offset the seasonal decline 
in trade and contraction in service indus- 
tries. Employment by the Federal Gov- 
ernment continued upward, as it has from 
the beginning of this year. 

The number at work on farms dropped 
about 150,000 during August, as a result 
of the customary lull in farm operations 
before fall harvesting. Indications of a 
less critical farm labor situation this year 
than last are to be found in the shorter 
work day reported as of September 1 for 


farm operators and hired workers than a 


year earlier. 

For the first time since last November 
when production cutbacks touched off a 
steady decline in factory employment, the 
number of wage earners on the payrolls of 
manufacturing industries increased during 
the month. Ten of the twenty major groups 
contributed to this gain while four showed 
no change. Further cutbacks in aircraft 
and shipbuilding caused a net loss in dur- 
able goods employment which was more 
than offset by increases in nondurable 
manufactures, primarily food and apparel. 
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Private and Public Civilian Employment 
In Thousands 
Total Pri- 
Total Total Private vate Ci vilian Total Federal iy : 
Years Employ- Civilian Civilian Cpe R US Public Executive | Manufac- 
ment! Employ- Employ- cultural Employ- Employ- | turing Em- 
ment ment Employ 2 ment? ment? ployment! 
1943 August.......... 63,775 54,225 48,339 37,078 5,886 2,838 491 
September....... 64,464 54,664 48,796 37,076 5,868 2,806 482 
October......... 64,240 54,257 48,410 37,092 5,847 2,798 473 
November....... 63,282 53,116 47,294 37,185 5,822 2,823 467 
December....... 62,297 51,947 45,876 37,015 6,071 2,812 463 
1944 January......... 60,596 50,126 44,319 36,026 5,807 2,820 464 
February........ 60,644 50,094 44,264 35,791 5,830 2,828 464 
March Pinciatae an 61,064 50,414 44,543 35,722 5,871 2,838 467 
April dice 62,027 51,277 45,372 35,798 5,905 2,853 467 
VEN deo Meetite Stones 63,449 52,599 46,667 35,990 5,932 2,866 466 
June ic + 64,500 53,550 47,654 36,334 5,896 2,918 463 
ARV Meee Seewrer cae. re ae p 64,357 | p 53,307 | p 47,486 | p 36,504 | p 5,821 | p 2,939 |p 465 


Mncludes unofficial estimates of the Armed Forces. 
*Bureau of Labor Statistics estimates of government em- 
ment; includes state and local government units. 


PUBLIC ROLLS 


Private nonagricultural employment de- 
clined about half a million in the twelve- 
month period ended July, 1944. This de- 
cline was particularly pronounced in fac- 
tory employment since the end of last 
year, and occurred largely in privately op- 
erated war industries. A similar trend 
was in evidence in government-operated 
manufacturing establishments. The num- 
ber of persons at work in government 
shipyards and arsenals reached a peak of 
nearly half a million in August, 1943, and 
has declined irregularly since then. 

In sharp contrast, all other federal 
civilian employment moved steadily up- 
ward over the year, owing largely to 
the increased civilian personnel taken on 
in the Department of the Navy to match 
its greater armed strength. The total of 
2.9 million civilians on federal payrolls in 
the executive branch in July is the high- 
est ever reached and is just about double 
the number at the time of our entry into 
war. 


STRIKES 


Strike activity declined slightly in July. 
With the exception of the two preceding 
months, the total of 470 strikes reported 
was larger than in any other month since 
September, 1941. The number of workers 
involved in strikes in July totaled 145,- 
000, or less than 10% below the previous 
month. Man days lost totaled 680,000, 
about the same as in the previous month. 


TURNOVER 


In June the accession rate exceeded the 
separation rate in manufacturing indus- 
tries for the first time since November, 
1943. This was owing to a sharp increase 
in the accession rate from May to June, 
bringing it above the rate for any other 


3As reported by the Civil Service Commission. 
‘Bureau of Labor Statistics. 
pPreliminary,. 


month since September, 1943. The net 
change in total separations was negligible 
as a result of offsetting increases and de- 
creases in the component parts. Both dis- 
charge and quit rates increased, while 
miscellaneous separations declined sharply. 
The rate of military separations (included 
in the miscellaneous category) was the 
lowest of any month since Pearl Harbor. 


Caryu R. FetpMan 
Division of Business Statistics 


Cost of Living 
in August 


IVING costs of wage earners’ families 
on a wartime budget in the United 
States continued to rise. The index went 
up from 105.0 (1923=100) in July to 
105.1 in August, an increase of 0.1%. 
This August figure is at a level 2.2% 
above August, 1943. The increase in the 
index since August, 1939, the month pre- 
ceding the start of World War II, was 
25.1% and since November, 1941, the 
month preceding the entry of the United 
States, the increase was 13.1%. An in- 
crease of 22.2% has taken place since the 
base date of the Little Steel formula, 
January, 1941. 

The purchasing value of the 1923 dol- 
lar declined 0.1%, from 95.2 cents in July 
to 95.1 cents in August. The value in 
August, 1943, was 97.3 cents and in Janu- 
ary, 1941, it was 116.3 cents. 


MAJOR ITEMS 


Food costs, which compose one of the 
largest expenditure groups, showed no 
change this month and only an 0.4% in- 
crease over August, 1943. In May and 
June, 1943, food costs had risen to 115.8, 
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Cost of Living in the United States 
Source: THe CONFERENCE BoarpD 
Index Numbers, 1923=100 


1939 


60 
i929 1934 1944 1936 1937 


the highest for the war period. From that 
date to August, 1944, there has been a de- 
cline of 3.4% although the index still re- 
mains 42.2% above January, 1941. 

Clothing showed the largest month-to- 
month change of all the components, an 
increase of 0.5%. This rise was the result 
of a small increase of 0.2% in men’s cloth- 
ing and a larger one of 1.0% in women’s 
clothing. Women’s clothing increased 
more than men’s over the year, the com- 
bination amounting to a total rise of 4.1%. 

Sundries showed an increase of 0.1% 
from July to August, bringing the total 
increase for the year to 5.7%. There has 
been a steady upward trend in this series 
ever since October, 1939. During that 
time sundries have either risen or shown 
no change except in two months. 

The fuel and light index, as well as 


ALL ITEMS INCLUDE FUEL AND LIGHT 


1938 1939, 1940 1941 1942 1943 1944 


electricity and gas components, remained 
steady during the month. Over the year, 
total fuel and light costs increased 2.7%, 
although electricity and gas declined 0.4% 
and 0.1%, respectively. 

The next quarterly survey of rents 
will be made in October. It was there- 
fore assumed for the August index that 
no change had taken place since July. The 
increase of 0.1% over the year reflected 
the increase of 0.1% in July in the hous- 
ing index resulting from rises in various 
cities which have been accumulating until 
they were sufficient to affect the United 
States index. 


CITY INDEXES 
Complete indexes for August were pub- 
lished for sixty-three cities. From July 
to August, total living costs rose in thirty- 
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three cities, or in only a little more than 
half of the cities. This is contrasted with 
the fact that fifty-seven cities felt im- 
creases from June to July. The increases 
in August ranged from 0.1% in seven cities 
to 1.0% in Richmond. The relatively 
large increase in Richmond was owing to 
the fact that it had a monthly increase of 
2.7% in food, the largest in any city. It 
felt no change in any of the other major 
items. 

Total living costs declined in twenty- 
three cities. The decreases ranged from 
0.1% in Des Moines, Sacramento, St. 
Louis and Wilmington, Delaware, to 1.1% 
in Grand Rapids. The large drop in 
Grand Rapids was also a result of the in- 
fluence of food. This city had a decrease of 
3.7% in food, the largest reported. 


Living costs showed no change in seven 
cities: Baltimore, Boston, Chicago, Cleve- 
land, Duluth, Muskegon and Toledo. Over 
the month, food increased in thirty cities, 
with one-third of these changes being 1% 
or more. The other thirty-three cities all 
declined, and of these there were fourteen 
cities having decreases of 1% or more. 


The picture of changes in total living 
costs for the year period, August, 1943, 
to August, 1944, is a somewhat different 
one. Increases were experienced by fifty- 
nine cities, or just four less than the total 
number of cities surveyed. The increases 
ranged from 0.4% in Buffalo and Parkers- 
burg to 4.3% in Toledo. The four cities 
showing decreases were: Memphis (0.2%) , 
Newark (0.6%), Syracuse (0.6%) and 
Duluth (0.8%). . 

Food changes for the year were equally 
divided between increases and decreases 
with thirty-one cities showing rises and 


COST OF LIVING ON WARTIME BUDGETS IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted 
Date 


Clothing 


Housing! 


Total Men’s 


Women’s 


Index Numbers, 1923=106 


Total? 


Fuel and Light Purchasing 


Value of 
Dollar 


Sundries 
Electricity 


a ee EE RE 

$45" Angusti es ee. 102.8 | 111.4a| 90.8 89.3 99.1 79.5 92.6 67.2 94.6 | 107.3 97.3 
September........--.... 103.1 | 112.0 90.8 89.8 99.5 80.1 92.6 67.2 94.6 | 107.4 97.0 
Getabert 5. ee 103.7 | 112.6 90.8 90.6 99.7 81.4 92.7 67.2 94.6 | 108.6 96.4 
November.............. 103.7 | 112.1 90.8 90.9 | 100.0 81.7 93.1 67.2 94.6 | 109.1 96.4 
ae SLE 103.9 | 111.9 90.8 91.1 | 100.2 81.9 94.9 67.2 94.6 | 110.0 96.2 

1944 January................ 103.9 | 111.1 90.8 91.2 | 100.4 82.0 95.1 67.0 
February............... 103.4 | 109.6 90.8 91.6 | 101.0 82.1 96.0 67.0 vs ite 96.7 
Mancha opts. 103.4 | 109.2 90.8 91.7 | 101.2 82.9 95.3 67.0 94.6 | 111.5 96.7 
Apt ee 104.1 | 110.1 90.8 91.9 | 101.6 82.2 95.3 67.0 94.6 | 112.8 96.1 
Maya) Mo ees 104.4 | 110.7 90.8 92.3 | 101.8 82.8 95.3 67.0 94.6 | 113.2 95.8 
Tineke sc ne isl 104.4 | 110.6 90.8 92.5 | 101.8 83.1 95.1 67.0 94.6 | 113.3 95.8 
July heats see ees 105.0 | 111.95] 90.9 92.5 | 101.9 83.1 95.1 66.9 94.5 | 113.3 95.2 
Augastae.. oan 105.1 | 111.9¢| 90.9 93.0 | 102.1 83.9 95.1 66.9 94.5 | 113.4 95.1 

Percentage Changes 
July 1944 to August 1944..... 40.1 0 0 40.5 | 40.2 1.0 0 
August 1943 to August 1944..| 42.2 | +40.4 | 40.1 | 4 As lonl act S00 16.5 42.7 | aye | ae afer ie 


1Since October, 1943; data on housing collected quarterly, January 15, April 15, July 
ange has occurred since July, 1944. 


15, and October 15, It is assumed no ch: 
*Includes fuel as well as electricity and gas. 


aBased on food price indexes of Tam Conrrrence Boar f 
bBased on food price indexes for July 13, 1944. i SS ae 
cBased on food price indexes for August 15, 1944. 


rRevised 
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thirty-one showing declines. Bridgeport 
alone showed no change. The highest in- 
creases, 5.5% and 3.5%, were felt by Rich- 
mond and Providence, respectively. Dul- 
uth and Syracuse had the largest de- 
creases, 5.6% and 5.1%, respectively. 
Indexes for Los Angeles have been re- 
vised back to January, 1939. The com- 
plete series is available upon request. 


Mary A. Wertz 


Division of Labor Statistics 


Earnings and Hours 


in Manuf. acturing 


OURLY earnings, alone, in July, 

rose to a new peak level, according 
to Tue Conrerence Boarp’s_ regular 
monthly survey of labor statistics in 
twenty-five manufacturing industries. The 
number of employed wage earners, their 
average work week and dollar and “real” 
weekly earnings, as well as total man 
hours worked and total payrolls disbursed, 
declined from the June level. 


HOURLY AND WEEKLY EARNINGS 


Hourly earnings, continuing the upward 
trend that has prevailed since January, 
1940, rose to a new peak level of $1.072 
in July. This increase resulted chiefly from 
the fact that work on July 4 was paid for 
at premium overtime rates. Very slight 
wage-rate increases and reduced employ- 
ment were also contributing factors.. The 
July average was up 0.3% from that of 
June, 41.2% from January, 1941, and 
48.9% from the August, 1939, level. 

The decline in working hours more than 
offset the effect of higher hourly earnings, 
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Average Weekly Earnings in Twenty-five Manufacturing Industries 


Source: 


80 


Lt n 
1934 1939 1944 1936 1937 


with the result that weekly earnings de- 
clined 0.9% from the June peak. At $48.87 
in July, however, weekly earnings were 
higher than in any month except June 
since these surveys were begun. They have 
increased 59.7% since January, 1941, and 
79.1% since August, 1939. 

“Real” weekly earnings, or the quan- 
tity of goods and services that could be 
purchased with dollar weekly earnings, 
dropped 1.3% below June, largely as the 
result of higher living costs, coupled with 
lower dollar weekly earnings in July. Al- 
though lower than such earnings in March 
and June of this year, “real” weekly earn- 
ings were higher in July than in any 
other month since this information has 
been compiled. Since January, 1941, the 
purchasing power of weekly earnings has 
increased 30.9%, and since August, 1939, 
the gain has amounted to 43.3%. 


Tue CONFERENCE BoarpD 
Index Numbers, 1923 =100 


WEEKLY EARNIN 
¢ 


1938 1939 1940 1941 1942 1943 1944 


EMPLOYMENT AND PAYROLLS 


Employment in the twenty-five indus- 
tries was reduced in July for the eighth 
consecutive month. The July index of em- 
ployment of 138.2 (1923=100) was lower 
than that of any other month since Au- 
gust, 1942, but higher than every month 
before then. The decline of 7.7% from 
the November, 1943, peak for the twenty- 
five industries combined resulted from re- 
duced employment in twenty-two indi- 
vidual industries. Total employment in 
July was 26.7% more than in January, 
1941, and 64.1% higher than in August, 
1939. 

Total payrolls, reflecting changes in both 
weekly earnings and employment, declined 
1.8% in July. They reverted to a level of 
253.9 (1923=100) which was lower than 
during any month since May, 1943, but 
higher than in any month before then. The 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, ALL WAGE EARNERS, 25 MANUFACTURING INDUSTRIES 
Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 


wee | OES, | BES 
vcen A ual omina 
Date Hourly Weekly Boursiper | Eaurs pec Hourly Earnings Weekly Earnings nous 
Eseeinae Rarmines pea lak : ‘ % Week per ane Mee Payrolls 
Earner Earner age Hours 
Actual Real a Actual Real a Earner 
NOSSO Wl yer naire core. we. sprouse $1.020 | $46.14 45.0 43.1 188.5 183.4 173.4 168.7 91.5 148.6 136.0 957.7 
ANOVA TS Beet a wanser iene RRR 1.020 46.25 45.1 43.2 188.5 183.9 173.8 169.6 91.7 148.8 136.4 258 .6 
DEDLEMber (eerie. ciels's cxasie.s 1.036 47.13 45.3 43.5 191.5 186.1 177.1 172.1 92.1 149.5 137.7 264.8 
Octobereercre cet ciyec: 1.036 47 AT 45.5 43.6 191.5 185.0 178.4 172.4 92.5 149.7 138.5 267.1 
INovembere) 0. cc sca 5 1.041 47.58 45.5 43,6 192.4 185.9 178.8 172.8 92.5 149.8 138.6 267.8 
December vere sews one sce 1.045 47.15 45.1 43.7 193.2 185.9 177.2 170.5 91.7 149.6 137.2 265.1 
ALY) & ouspsyssico (obsiet fein evone 0 1.046 47.56 45.2 43.7 193.3 186.0 Sai 172.0 91.9 148.1 136.1 264.7 
ee nate Sus (ecs\0) syisnekousde Gaiters’ « 1.048 48.15 45.7 43.9 193.7 187.1 180.9 174.8 92.9 147.9 137.4 267 .6 
March pee msc cae ocies 1.053 48.41 45.8 44.0 194.6 187.8 181.9 175.6 93.1 146.6 136.5 266.7 
Alpril erat crehe orateve 9) os cognates 1.057. 48.09 45.2 44.0 195.4 187.5 180.7 173.4 91.9 144.0 132.3 260.2 
Mia Vise. crctersse sccrate onyenteerens 1.062 48.46 45.5 44.1 196.3 187.7 182.1 174.1 92.5 140.8 130.2 256.4 
MUUING eye soe cio cartons err an 1.0697} 49.30r 45.9 44.2 197.67} 189.17] 185.3r) 177.3r 93.3 139.5r] 180.2r| 258.5r 
JULY. eet ate as, oa cuereenae 1.072 48.87 45.5 44.3 198.2 188.8 183.7 175.0 92.5 138.2 127.8 253.9 
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increases in payrolls have amounted to 
102.3% since January, 1941, and 193.9% 
since August, 1939. 


WORK WEEK 


The average number of hours worked 
in one week declined 0.9% since June. The 
July level of 45.5 hours a week was also 
lower than the average for February and 
March of this year but was the same as 
in October and November, 1943, and 
higher than during any other month since 
April, 1930. The average work week has 
been increased 5.3 hours, or 13.2%, since 
January, 1941, and 7.6 hours, or 20.1%, 
since August, 1939. 


MAN HOURS 


Total man hours, reflecting changes in 
both employment and hours per worker, 
declined 1.8% in July. The July level of 
127.8 (1923=100), while lower than in 
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December, 1942, and subsequent months, 
was higher than during any month before 
that date. In fact, the rise from January, 
1941, to July, 1944, was 43.4% and that 
since August, 1939, was 97.2%. 

Wage earners in the twenty-five manu- 
facturing industries received the highest 
return, $1.072 for each hour of work in 
July. They worked 45.5 hours a week on 
the average and received $48.87 for their 
work. Although the quantity of goods and 
services that could be purchased with this 
weekly return was slightly less than in 
June and March of this year, it was more 
than in any other month. Reduced em- 
ployment was reflected in both lower man 
hours and payrolls, but all three series 
were higher than those of 1942 and pre- 
vious years. 

Eruet B. Dunn 
Division of Labor Statisties 


Business Book Shelf 


Mandate from the People. By Dr Jerome 
S. Bruner. New York: Duell, Sloan and Pearce. 
$2.75. 

Public opinion surveys made by major 
research organizations on international 
and domestic postwar issues are gathered 
and analyzed by Dr. Bruner, who is as- 
sociate director of the Office of Public 
Opinion Research at Princeton University. 
His purpose is to sketch in from these sur- 
veys the kind of world the people, irre- 
spective of group affiliations, would like 
to see in the peace to come. 

International problems and the domes- 
tic issues of social security, employment, 
free enterprise and the returning veteran 
are discussed. 

The outlook (as of March, 1943) re- 
garding employment opportunities both at 
home and on the war fronts was optimis- 
tic. Only one of every ten employed per- 
sons interviewed in the United States be- 
lieved he would have to seek new work, 


and those expecting to lose their war jobs | 


were hopeful of finding new ones easily. 
Some 62% of American soldiers inter- 
viewed in Britain expected their old jobs 
to be waiting for them. Moderate or little 
unemployment was expected by fully 75% 
of the businessmen surveyed. Organized 
labor leaders, however, were pessimistic, 
62% predicting extensive unemployment 
in the transition period. 

Throughout the report, the author’s 
comments are accompanied by statistical 
data similar to those cited. In some in- 


stances, the trend of opinion is given as 
evidence of change in views over a period 


of time. G. D. 


The TVA: Lessons for International 
Application. By Herman Finer. Montreal: 
International Labour Office. $2.00. 

As one of a series of studies and reports 
on “Economic Conditions,” the ILO offers 
this record of the functions and operation 
of the Tennessee Valley Authority togeth- 
er with the proposal of an international 
resources development scheme for postwar 
operation roughly on the pattern of this 
ten-year-old American project. 

In addition to a treatment of the social 
and economic factors upon which the TVA 
was predicated, the author presents statis- 
tical evidence of advancement under the 
scheme in a chapter called “Indices of Pro- 
gress.” Direct measures of progress in 
terms of reduced power rates and greater 
river traffic are offered; also indirect meas- 
urements of increased industrial activity, 
such as higher per capita income pay- 
ments, sales and receipts of retail and ser- 
vice establishments. 

The TVA “was the answer to a complex 
of economic and social problems which in- 
volved the relationship between a nation 
and one of its regions, poverty-stricken, 
but with resources capable of develop- 
ment.” Just as the TVA emerged in “re- 
sponse to a number of forces and inter- 
ests” for the good of a special locality and 
the entire nation, so an _ international 
scheme would involve compromise be- 
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tween the interests of the lending countries 
and the recipient ones for their mutual 
benefit. 

Here is an ambitious scheme aimed at 
broad planning on an international scale. 
CGeRor. 


Business in Print 


The Indian Problem. By R. Coupland. New 

York: Oxford University Press. $5.00. 
This exhaustive and essentially objective study 
by a member of the Cripps mission treats the 
problem of India as one essentially of establish- 
ing an Indian constitution. The first of three 
sections surveys Indian constitutional history 
down to the British Act of 1935, which attempted 
to solve the problem. The second section records 
the operation of the constitution provided for in 
the act and the experience under it, to date. 
This is necessarily confined to the provincial 
portion of the constitution, since the federal part 
is not yet in effect. The final section discusses 
the constitutional outlook of India, and places 
primary responsibility for the current deadlock 
not upon the British but on the opposition of the 
Moslems resulting from their fear of Hindu 
domination. W.W.C. 


Onwards to Victory. By the Right Hon. Win- 
ston S. Churchill. Boston: Little, Brown and 
Company. $3.50. 


The speeches of Winston Churchill always make 
good reading. This book includes sixty-five 
speeches, broadcasts and messages covering the 
year 1943. It includes some of the answers by 
Mr. Churchill to Parliamentary questions, and 
certain documents as well as actual speeches. 
Taken as a whole the book gives a picture of the 
progress of the war from the beginning of 1943, 
when victory seemed possible, to the end of 1943, 
when it seemed a certainty. H.K.M. 


Postwar Capacity and Characteristics of 
the Construction Industry. United States 
Bureau of Labor Statistics—Bulletin No. 779. 
$.10. 


Construction activity is expected to provide a 
major source of employment opportunity in the 
postwar period. Forecasters predict building 
activity ranging from 400,000 to 1,500,000 homes 
annually in the postwar decade. Many forecasts, 
however, fail to consider that such an extensive 
building volume is primarily contingent upon a 
rapid transition to a peacetime economy. Nor 
have they seriously considered the availability of 
building materials and equipment and the supply 
of labor essential to meet this demand. 

The Bureau of Labor Statistics attempts to 

answer these questions by appraising the building 
industry’s postwar capacity. It is assumed that 
Germany will be defeated before Japan and re- 
duced military requirements during the Asiatic 
campaign will permit extensive release of indus- 
trial plant and a corresponding reduction in the 
use of war materials. 
_ Thus with productive capacity of the building 
industry expanding rapidly, construction activity 
after the end of the Japanese war could attain 
an annual rate of $11 billion, at the 1940 level 
of building costs. This volume would be equiva- 
lent to the 1925-1929 level of building which is 
the highest on record. 

However, capacity at the end of this first post- 
war year could be cut down greatly by unneces- 
sary delays and limitations in the reconversion 
of industry to a peacetime basis. The bulletin 
presents a plan to prevent this occurrence. 


W. B. H. 
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“Rubber Prospect,” The Economist, July” and by Professor E. H, Carr’s “Conditions of 


July 8. Production, cost, price, and quality 
comparisons of crude and synthetic rubber 
are presented as a basis for a postwar program. 
The articles conclude from these comparisons 
that there is room for both products. But 
since productive capacity of the two types far 
exceeds anticipated world consumption, a 
middle-ground form of control is suggested in 
order to avoid both the extreme price fluctua- 
tions of free competition and the restrictions 
of a cartel. The Economist suggests a “buffer 
pool” operated by the British, Dutch, and the 
United States. The pool would buy stocks of 
crude rubber during periods of falling demand 
and sell when demand and prices were rising. 
As for synthetic rubber, it “should be allowed 
to compete with crude rubber on equal terms; 
if synthetic materials should find a rapidly 
growing market they should, obviously, be 
brought into the buffer-stock scheme.” F.H.F. 
“German Foreign Trade and Industry after the 
First World War,” by Nehemiah Robinson, 
Quarterly Journal of Economics, August. A 
statistical refutation of the school (exemplified 


Peace”) that holds that the war of 1914-18 and 
the subsequent peace deprived Germany : of 
an export market sufficient to provide her with 
the means of payment for necessary raw mate- 
rials and that, in the words of Professor Carr, 
“it was only when Germany found herself in 
a position to putimilitary pressure on her 
neighbors that German export trade began to 
revive and approached, though it never 
reached, its prewar level.” Useful material 
on a rather moribund issue. W.W.C. 


“Adjustments in Cotton Production,” by Arthur 


C. Bruce, Monthly Revew of Federal Reserve 
Bank of Atlanta, August 31. Economic 
changes in the cotton industry are inevitable 
after the war, according to this article. World 
production of cotton has greatly expanded, 
costs have been cut considerably in some areas, 
and domestic prices have been maintained 
above the level of world prices. Each of these 
three factors presents a postwar problem in the 
industry. Both domestic planning and’ inter- 
national cooperation will be necessary to 
cushion the harsh effects of reduced cotton 


acreage and lowered prices to meet world com- 
petition. Mr. Bruce suggests international 
agreements to govern price and production, 
and national and_ state action to assist high- 
cost areas. F.H.F. 


“Your Stake in Business Profits,” by Peter F. 
Drucker, Saturday Evening Post, September 
23. Mr. Drucker’s article explores the rela- 
tionships among risks, business profits, and 
tax rates. The article calls attention to the 
uncertainties involved in any business venture 
and the necessity of having the costs of these 
ventures amortized over a short period of time. 
The article criticizes the existing method of 
computing taxes and shows how the treatment 
of appreciation for tax purposes has operated 
to undermine the financial security of business 
enterprise. He indicates further that similar 
mistakes are made in business policies through 
inadequate allowances for depreciation in the 
preparation of corporation financial state- 
ments. According to Mr. Drucker the effect 
is a competitive advantage for large, well- 
established corporations over new and smaller 
corporations. P.W.E. 
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